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i. presenting this wartime program we do 


so with a deep sense of the solemnity of the 
moment « with thanks to the distinguished 
men who are taking part « with hope that all 


may read with enjoyment and benefit «= and with 
regret that we must forego the opportunity for 
friendly greeting and firm handclasps, until we 
meet again.—Harold Stonier, Executive Manager. 
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THE WHITE HOUSE 


WASHINGTON 


July 28, 1942 
My dear Mr. Koeneke: 


Please extend my hearty congratulations to the members of the American 
Bankers Association on this their annual convention. It is appropriate 
that the manner of your meeting in this year of historic decision should re- 
flect the determination of American bankers to leave nothing undone that can 
in any way contribute to the object we all have in view—the defeat of our enemies. 
By holding this ‘‘convention in print’’ instead of assembling together as you have 
done for more than half a century, you are helping to conserve vital transportation 
and other facilities at a time when they are taxed to the utmost by the demands 
of war. 


The bankers of America have a great obligation and a great opportunity to 
serve our beloved Country in this hour of peril and they have answered the call to 
service joyfully and with stout hearts. For over a year they have played a distin- 
guished role as volunteers in the promotion and sale of War Savings Bonds. They 
have met unprecedented demands from industry for the expansion and conversion 
necessary to win the battle of production. They have been in the forefront of the 
fight against inflation not only through the sale of savings bonds to the people 
but by putting into effect restrictions on consumer credit and combatting unneces- 
sary expenditures of all kinds. They have been indispensable in the freezing of 
foreign funds to prevent their use directly or indirectly by the enemy. I mention 
all this in the past tense not because the job is done but because even now it repre- 
sents a record of accomplishment of which you all may be justly proud. 


But no one knows better than American bankers that we have only just begun 
to fight. American fighting forces are moving into battle on lines that encircle the 
globe. If we on the home front are to be worthy of them, we must carry on the battle 
of production, wage war on inflation, combat complacency and fear with the same 
spirit of courage and sacrifice with which they meet the enemy on land and sea and 
in the air. We like they can have no other thought than to win the war. All con- 
siderations of private interest or personal comfort must give way to a single-minded 
devotion to that aim. As community leaders, bankers have a unique opportunity to 
promote that unity and teamwork which is so necessary to success. 


Involved in this conflict are values too precious to be expressed in economic 
or financial terms. They include all those intangibles which make the name America 
a synonym for freedom throughout the world. Faith in freedom, in the honor and 
integrity of the common man, is what sustains us as a Nation. United in this faith 
we are invincible. 


With best wishes, and again congratulations, 


Sincerely yours, 


and with ee. wer eer * 
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E HAVE come through a year of stress and strain 

\\) since I last had the privilege of addressing the 

American Bankers Association on the subject of 
our financial and economic problems. 

When I spoke to you in Chicago last October, coming 
events were already casting their shadow. At that time, 
and in the light of our financial experiences in the former 
World War, I reviewed the perils of inflation facing us, 
and I asked you to constitute yourselves sentinels of the 
nation, in your own banks and your own communities, 
to guard against any private encroachment upon the 
resources of materials or of credit needed for the na- 
tional effort. 

If this were not a moment of such deadly seriousness 
for our nation and for all free men, I might be tempted 
to think that we had not done too badly in our war 
financing in the year that has past. By “we” I mean, of 
course, the American people, but also, in a special sense, 
the Treasury, the Federal Reserve System and the 
bankers, working together in a new partnership which 
we have entered into for the duration of the war—in- 
deed, I hope for a much longer time, for our partnership 
must look beyond victory to the peace we shall have 
to win together. 


Ix the fiscal year that ended June 30, $36 billion 
poured into the Treasury in tax revenues and in all 
forms of borrowing. There is no parallel in our history 
for this money-raising achievement, nor has the Gov- 
ernment ever been able to draw upon such a wide variety 
of funds. We have not only raised $13 billion from taxes, 
but we have also borrowed a net amount of $3 billion 
through the sale of Tax Anticipation Notes. We have 
not only resorted to the conventional forms of borrowing 
from the banks and regular investors, but we have also 
enlisted additional institutional funds by issuing new 
types of securities, and we have sold War Savings Bonds 
to some 20 million Americans to a total of $6 billion in 
the fiscal year just ended. 

Without wishing to seem complacent—for compla- 
cency is as dangerous as a dozen of the enemy’s mecha- 
nized divisions—I think it only right to call attention to 
these unprecedented borrowings, so smoothly carried 
out that the country as a whole has hardly become aware 
of their magnitude. We are surrounded at this moment 
by economic as well as military dangers, yet it is cause 
for some satisfaction that inflation has been more effec- 
tively controlled to date in this war, in the face of a 
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production and expenditure program of immensely 
greater dimensions, than in the corresponding stage of 
our participation in the World War of 25 years ago. 

I have just seen an estimate by the Department of 
Commerce showing that the people’s savings in the first 
two quarters of 1942 were more than twice as great as 
in 1941, due partly to price ceilings, credit restrictions 
and to the growing shortages of many kinds of consumers 
goods, but also in very large measure to the people’s 
awareness of the need for saving. The estimate shows 
individual savings at an annual rate of almost $25 
billion in the second quarter of this year, as compared 
with an annual rate of approximately $10 billion for the 
same period last year. 

These results would not have been possible without 
the voluntary cooperation of millions of Americans 
representing every state and section, every occupation, 
every national background, race and creed. 


Ix this voluntary program the bankers of America 
have stood in the forefront. They have given the equiva- 
lent of 25,000 full-time employees to the sale and pro- 
motion of War Bonds, and 85 per cent of the sales made 
have been through the banks. They have been fighting 
in the front lines of our battle on the home front by 
carrying out the restrictions of Regulation W on con- 
sumer credit, by keeping a careful watch on all applica- 
tions for non-essential loans, and by helping to freeze 
foreign funds which the enemy might have used to spy 
upon our war effort, to sabotage our production, or to 
demoralize our people. They have given their time and 
energy to this effort without thought of any compensa- 
tion except the knowledge that they were helping their 
country in its time of greatest need. 

I have said before on repeated occasions that we at the 
Treasury are deeply grateful to the Federal Reserve 
System and to every individual banker who has helped 
the program of war financing, and I should like to ex- 
press my thanks once more for a splendid exhibition of 
cooperation and patriotism. 

Yet we cannot afford to congratulate ourselves at 
this critical stage of the war. Whatever was accom- 
plished in the past fiscal year is of little relevance when 
we remember the size of the financial as well as the 
military job ahead of us. 

It would be carrying coals to Newcastle to explain 
to the bankers of America the magnitude of the finan- 
cial problem confronting our Government this year in 
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meeting the many and urgent demands of the war. You 
know that we shall have to borrow more than $50 bil- 
lion in one way or another in the present fiscal year, 
even if Congress enacts a tax bill to yield $8.7 billion of 
additional revenue, as we at the Treasury have urged. 
Without any elaboration from me you can appreciate 
what the borrowing of $50 billion will entail. 

The problem itself involves more than simply raising 
the money to pay the bills. To begin with, we have to 
manage our fiscal affairs so that the financial burden is 
distributed equitably. In achieving this, we must avoid 
any maneuver that threatens to hinder the maximum 
efficiency of our war production. 

Above all, we must find the means to devote more 
than half of our national income this year solely to war 
purposes, yet without slackening the determination of 
the American people to win this war and win it out- 
right. Our taxes and our borrowings must not handcuff 
the hands already willing to work for victory. 

You would, I suppose, like me to give you some guid- 
ance as to the methods by which the Treasury proposes 
to raise these truly colossal sums. I wish that I could 
give you that guidance, but frankly, none of us can see 
more than a few months ahead through the murk of this 
most unpredictable of all wars. Besides, the decision in 
all cases does not rest with the Treasury alone. 

I would not venture to guess, for example, what the 
new tax bill will yield, although I know that the Ameri- 
can people are ready for a courageous tax program. In 
fact, they are ready to bear even greater burdens than 
the Treasury’s minimum proposals of $8.7 billion in 
new revenue would impose upon them. I would not 
hazard a guess as to the future of rationing, although I 
feel deeply that we shall have to extend the scope and 
the severity of rationing before this fiscal year has 
ended. 


I CAN, however, offer what I may call broad hints, 
based upon the principles which we have so far followed 
in our wartime financing and upon the dimensions of the 
task in which we are now engaged. 

You may take it for granted that we shall continue to 
seek funds both from current and accumulated savings. 
In the field of taxes, we shall follow the enactment of a 
new revenue bill with renewed efforts to make the col- 
lection of taxes more effective. To this end we must in- 
tensify the sale of Tax Anticipation Notes, which afford 
millions of taxpayers the easiest possible method of sav- 
ing in advance for the taxes that will be due next Spring. 

In borrowing from the people directly, we intend to 
make every effort to reach and surpass our announced 
goal of $12 billion from the sale of War Bonds and 
Stamps in the fiscal year that ends June 30, 1943. 

As I write these lines, the sales figures for July, 
amounting to more than $900 million in a month, give 
us real ground for encouragement. So also does the fact 
that the sales of Series E bonds in the smaller denomina- 
tions have shown a striking increase in recent months. 
Most encouraging of all is the increase in the number of 
workers purchasing War Savings Bonds through payroll 
deductions. 

There are now more than 110 thousand firms, employ- 
ing over 25 million workers, that have a payroll savings 
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plan in operation. In the month of July alone more than 
18 million workers subscribed $200 million out of their 
pay for War Bond purchases, and payroll deductions 
are increasing about $40 million per month. 

We confidently expect that by the end of 1942 well 
over 20 million employees will be regularly investing at 
a rate approaching 10 per cent of their gross earnings 
through payroll savings. This will mean that from $350 
million to $400 million a month would be deducted 
voluntarily from payrolls next year to buy War Bonds. 
During 1943, on this basis, nearly $5 billion worth of 
War Bonds would be purchased in this way—all out of 
current wages and salaries, and all representing what we 
can regard as non-inflationary borrowing at its best. 

Even if the War Bond sales realize all my expecta- 
tions, we shall have to borrow increasingly and in ut- 
terly unprecedented amounts from other sources. 


The members of the American Bankers Association 
are acutely aware of the hazards we run if we rely more 
than is necessary on the sale of government securities to 
commercial banks. I often think, however, that the dis- 
tinction between sales of government securities to com- 
mercial banks and sales to others is over-emphasized. 
What we are really trying to do is to sell as large a pro- 
portion of our securities as possible in such a way that 
their proceeds, when spent by the Government, will not 
constitute a net addition to the total spending of the 
economy. 

I think it worth remembering that sales of govern- 
ment securities to commercial banks do not add to the 
total spending of the economy if they are offset by 
decreases in the loans or other investments in banks, or 
if they are offset by the accumulation of balances in the 
banks which are genuine savings of depositors. 

It is necessary, therefore, that we at the Treasury 
should go far deeper than the superficial distinction 
between sales of government securities to banks and 
those to others and that we should look closely at the 
real sources of the funds. The most desirable source of 
funds is, of course, money borrowed from the current 
savings of the country. A substantial proportion of the 
proceeds of all classes of government securities sold— 
including some of those sold to commercial banks— 
comes directly or indirectly from this source. 

Yet inflation cannot be curbed merely by the passage 
of a courageous tax bill or by the successful borrowing 
of vast sums from current savings, or by a combination 
of bold and intelligent taxing and borrowing. We un- 
doubtedly shall find it necessary to adopt more drastic 
control of consumer spending, in one form or another, 
than anything yet applied. I should not like to predict 
at this stage, for prediction is more than ever dangerous, 
but I do want you to be prepared for new controls and 
new sacrifices as the war moves into a new and more 
intense phase. 

We have heard so much talk lately about the function 
of finance in winning this war and in checking inflation 
that I should like to clear the air on one point. Financial 
policies do not of themselves win wars. Wars are decided 
by battles. But the necessity for winning battles does 
not diminish the importance of raising the money to 

(CONTINUED ON PAGE 155) 
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A YEARFUL AHEAD 


President of the American Bankers 
Association and President of the 
Security Bank of Ponca City, Ponca 
City, Oklahoma—HENRY W. 
KOENEKE 


dramatic and far reaching in the history of the 

American Bankers Association. When this admin- 
istration of your Association began 11 months ago, we 
were still a nation at peace, though we lived in a world 
at war. The nation was hastily arming to defend itself 
should defense become necessary. The shadow of war 
hung over the deliberations of our last general meeting, 
the convention in Chicago, September 28 to October 2. 
A review of those deliberations would indicate that in 
our hearts we knew that our turn might come at any 
moment. In many ways, unofficially and by resolution, 
we expressed our determination to meet whatever 
trials should come to us and to deal with them effec- 
tively. As the closing expression of that convention we 
said by resolution: 

“We are everlastingly grateful for the privilege of 
living in a democracy which holds fast to the principles 
of liberty and justice for all. We have unbounded faith 
in the resources and capacity of this country for meeting 
to the fullest its obligations in this trying hour. We have 
enduring confidence in the ability of the American 
people to preserve at any cost the rights and privileges 
which they enjoy in this free republic. We pledge our 
full support to effective policies and programs of gov- 
ernment to defend and preserve democracy and demo- 
cratic institutions.” 


Te events of the past year have been the most 


\ xp in the address in which I acknowledged my elec- 

tion to the presidency of your Association, I added: 

“These are emergency hours. The Government must 
depend on its citizens and on their respective organiza- 
tions during such times to render patriotic service 
wherever needed. . . . Therefore, in our plans for the 
year ahead, we have this fundamental reservation— 
everything may be changed to enable us to do our part 
in the nation’s defense program. The welfare of the 
country transcends all else. No sacrifice of time, effort, 
or money is too great whenever the nation’s interests 
are imperiled. Uncle Sam can depend upon us now as in 
the past, for this organization is still the American 
Bankers Association.” 

Two months later the sword fell upon us. We are now 
at war in all the corners of the earth. 

Ordinarily it might be expected that in a message like 


President Koeneke has called a meeting of the Ex- 
ecutive Council of the Association in New Y ork City 
September 29-30 to “consider the business of the 
Association and give direction to its policies.” 
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this one the events of the Association’s year would be 
set forth in detail, showing how far its program was 
stepped up to a win-the-war pace. But there is no point 
in doing that herein since those dramatic events are 
chronicled and pictured elsewhere in this convention in 
BankInG. I should like, however, to say that the Ameri- 
can Bankers Association and the banks themselves have 
amply fulfilled the promises made in the words quoted. 
Indeed, they were already performing outstanding 
service to the preparatory war needs of the nation when 
these things were said. When the blow fell we were 
already deeply engaged in the process of helping the 
nation to arm itself. And because we were so engaged, 
it can be truly said that at no time in their long history 
st: has either the American;Bank- 
=p ers Association or the American 
~ banking system been so well 
“¥ prepared for the crisis of war 

when it came. 

We can look back with pride 
upon the manner in which the 
banks have risen to every oc- 
casion. They have performed 
with marked success every as- 
signment given to them. They 
have anticipated the needs of 

the nation at every step, they have initiated necessary 
wartime banking service, they have been ready ahead 
of time to render whatever assistance has been needed. 
They represent the change-over from peace service to 
war service. They also represent the banks at their 
best—alert, flexible, able to anticipate, and ready to 
meet everything required in their area of activity. 
And they represent, too, the effectiveness of the leader- 
ship provided by the American Bankers Association and 
the state bankers associations. This service began not 
after Pearl Harbor, but in 1940, as soon as the national 
defense program was initiated—when the nature of 
the German menace was fully revealed by the attack 
on Belgium and Holland, the defeat of France and the 
rescue at Dunkirk. 

The list is impressive. It includes the identification 
and freezing of the funds of enemy aliens, the organiza- 
tion and promotion of lending for the execution of war 
goods orders and the expansion of manufacturing fa- 
cilities, financing of war housing, handling of payrolls 
of war production plants, assistance to government pro- 
grams for delivery of next Winter’s coal supply, im- 
portant assistance to the Government in developing 
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control of consumer credit as an anti-inflation measure, 
the sale of War Savings Bonds (the success of which 
has been due almost entirely to the service of banks, 
which have sold 85 per cent of all the bonds purchased), 
and, of course, the continued purchase of government 
bonds for their own account. And above all other things, 
the banking fraternity has contributed its full share of 
men to the armed forces. There are other services in 
the offing which banks may be asked to render as the 
war goes on and which they will do just as well as the 
record shows they have performed these. 


‘Eni is a time when patriotic citizens do not stop to 
count the cost of service to their country. Its preserva- 
tion is their first consideration. The banks will make 
many other contributions to war efforts. While these 
contributions will consist of extra duties yet unseen, 
they will also consist of the omission of things they have 
been accustomed to doing and substitution of other 
activities for them. That applies to the entire business 
community, to all of the population, as we are learning 
through the effect of priorities on business, through 
shortages of all kinds, through the cessation of auto- 
mobile and other manufacturing, and through the ra- 
tioning of tires, gasoline and sugar, and, as we shall 
learn, through the rationing to come of 
other things, including, possibly, the 
rationing of transportation. In common 
with other business and social organiza- 
tions we have already felt the restric 
tions of war in many ways. One of them, 
for instance, is the inability to hold the 
customary conventions, important as 
such gatherings are, an omission made 
necessary in order that adequate trans- 
portation be available for the movement 
of troops and military supplies, an 
omission asked by the wartime transportation authori- 
ties themselves. 

To many of us such experiences are not entirely new. 
During the last war we experienced a sugar control, 
and business experienced both priorities and price 
controls. And during the bitter Winter of 1917-18 the 
people in the North suffered heatless Mondays with 
fires either banked or out. Although motor cars were 
not in universal use, the production of automobile 
tires was drastically reduced as to number of styles 
and sizes. The same thing was true of agricultural im- 
plements and machinery. The variety and style of 
clothing was likewise curtailed and the quality de- 
teriorated. A brief but sharp picture of some of this 
was given by Bernard M. Baruch, chairman of the 
War Industries Board in the last war. He wrote: 


W: HAD instituted a deferment of every type of build- 
ing construction except that indispensable to the prose- 
cution of the war. We had gasless, meatless, sugarless, 
fuelless days, and, in ways and methods too numerous 
to mention, we were greatly increasing the supply for 
essential uses by cutting off supply for non-essentials. 
. . . Had the war gone on another year, our whole civil 
population would have gradually emerged in cheap but 
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serviceable uniform. Types of shoes were to be reduced 
to two or three. The manufacture of pleasure automo- 
biles was to cease. Flaps from pockets and unnecessary 
trim in clothing would have disappeared. Steel had al- 
ready been taken out of women’s corsets.”’ 

The deprivations experienced in the last war will un- 
doubtedly be multiplied during this one. But we shall all 
accept them, make the best of them, as we did the last 
time, and substitute as we can. For instance, in our As- 
sociation activity, service to our members may be ex- 
pected to increase rather than decrease. With a growing 
transportation shortage and increased movements of 
troops and supplies, and the utilization of hotels for 
war workers and army personnel, it is obvious that large 
meetings of convention proportions will be out of the 
question for the present. So we shall have to substitute 
for such meetings gatherings of a smaller and different 
type, such as the clinic type of meeting devoted to a sin- 
gle or limited number of subjects. In lieu of our annua! 
convention the membership will express itself in regard 
to the activities and policies of the Association through 
the Executive Council. 


‘co problems and situations which will arise to con- 
front banks during the war will probably be more diffi- 
cult and acute than those arising in peacetime and will 
therefore call for closer association between the A.B.A. 
and its members, and require even more active service 
on the part of the Association. Because of this, Associa- 
tion activity may be expected to increase. And in 
developing new avenues of service, perhaps we shall 
even improve on what has been done in the past. 

The months ahead will call for resourcefulness. There 
will be problems growing out of the wartime fiscal 
operations of the government, the drying up of the 
civilian economy, rising taxes and the continued low 
interest rates, the loss of manpower and other things. 
However, they are not problems that will be insoluble 
to resourceful men. Already many resourceful bankers 
are meeting some of these difficulties by ingenious meth- 
ods and practices, operating within the framework of 
good banking yet adapting their operations to new 
conditions. 

That is what all of us must do. War is an intolerant 
taskmaster. It requires that private institutions serve 
its needs as effectively as they serve the needs of the 
peacetime way of life. Otherwise it may not tolerate 
them. Therefore we have a dual obligation as private 
institutions. It is to see that these institutions serve 
as effectively as a wartime mechanism as they do as a 
a peacetime mechanism. As they help to win the war and 
to serve the war needs of the people will they assure 
their continued place in society. 

The times also call for united effort and for leadership 
of that effort. To provide these is the function of the 
bankers associations. It is, therefore, quite essential 
that the bankers associations, which provide these func- 
tions, have the continued wholehearted cooperation and 
support of the bankers generally. In this respect the 
American Bankers Association is thoroughly equipped 
to serve you. In the critical months ahead it will carry 
on in your behalf more intensively than ever. 
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OGETHER we recognize not 
Tons the seriousness of the 

times but their crucial and 
critical nature. Abraham Lin- 
coln in 1862, when this nation 
was in an all out war, said, 
“We shall nobly save or 
meanly lose the last best hope 
of earth.” All that is at stake 
today. We cannot conceive of normal business with any 
degree of free enterprise or the exercise of religious 
freedom in an Axis dominated world. 

It is a truism to speak of the banker as having the 
confidence of the people in an unusual fashion and lead- 
ing in every good community enterprise. Men look to him 
for both ability and responsibility. We take all this for 
granted just as did the youngster who wrote his essay 
proving that the moon was more important than the 
sun, because the moon shines at night when we really 
need the light, while the sun shines in the daytime when 
we have all the light we need. 


ry 

Due banker can reestablish the value of character—his 
business is built upon it; credit rests down upon it; and 
loans and all other financial obligations largely depend 
upon it. If he is not able properly to appraise character 
in others he will probably fail. We, therefore, havea right 
to expect integrity of character in him because not only 
the fortunes but the well-being of so many people are 
tied up with him. “* No man has any more character than 
he can command in a crisis.” If it be true that a man’s 
character is the sum total of all that he has overcome, 
surely now is the time to get it. We dare not substitute 
legality for integrity. 

I think there are few sudden crack-ups of character. 
We have been hearing a great deal from the Dust Bowl 
areas concerning soil erosion, but a far more serious situ- 
ation is soul erosion. It is soul erosion that precedes 
character breakdown. 

It is character which helps to maintain the democratic 
way. People who think far more of the rights of a democ- 
racy than of its duties must be taught the meaning of 
and the obligation to those duties. I am disturbed over 
a high school senior class which was asked to define 
democracy. In written answers practically every person 
spoke of the rights and few spoke of the duties. 

Democracies cannot grow in thin soil. Whenever the 
character of the people has been leached out, the soil 
becomes too thin to produce the democratic ideal. 

In the second place, the banker can show the rest of us 
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The Bishop of the Methodist Church in the 
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how to be “able to take it.”’ He surely has had superb 
training for this through a bank holiday and through a 
depression which the country school lad said would not 
have been nearly so bad if it had not come at a time when 
so many people were broke. 

Robert Louis Stevenson was dogged with a dread dis- 
ease from the day of his birth to the day of his death. 
Again and again because of physical weakness the way 
was blocked. As he lay dying in his South Sea Island 
home, knowing how often his desires had been thwarted 
and his plans frustrated by illness, he whispered these 
last words, “I am bigger than anything that can happen 
to me.”? What a triumph by a man who could take it! 


Ix THE third place, the banker should show how it is 
possible in critical times for people to live togethe: prop- 
erly. His home and his family are usually the pride of the 
community. In his personal and in his business relations 
he should demonstrate how people ought to be able to 
live together. 

In the Book of Ezekiel is this sentence, “I sat where 
they sat.” This means that we must put ourselves in the 
place of the other person. The Sioux Indians had a place 
in their initiation of the young braves where the boy 
promised the Great Spirit never to judge a man “until 
after I have walked for two weeks in his moccasins.”’ 

The final contribution which the banker can make in 
a day like this is to maintain his faith in the dominance 
of spiritual values and in the ultimate triumph of the 
good. This will come as he learns to distinguish between 
the main current and the eddy: between that which is 
eternal and that which is merely temporal. 

Someone recently said, ‘Unless there be in us that 
which was above us, we shall be overwhelmed by that 
which is around us.” That necessity I take to be faith 
in the Eternal. We need the technique of science and the 
motivation of religion. In England they are telling with 
glee of the prayer of the little girl who, in the midst of a 
succession of nights of terror by bombing, prayed, asking 
God to take care of members of her family and then 
concluded, ‘‘ And now God, please take care of yourself, 
for if anything happens to you, we are all sunk.” She 
was right. 

Recently a man began a public prayer in this fashion, 
“O God, who art seated on the rim of the universe.” I 
cannot visualize that. I cannot understand a God like 
that. He is not seated anywhere. He is not a spectator. 
He is a participant in the problems and the difficulties 
and the ultimate triumphs of men. The Eternal is never 
defeated. 
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author, speaker and traveler, 
former editor of the Army and 
Navy Journal, who has spent 
12 yearsin Europe, most of them 
since 1914—Brigadier Gen- 
eral HENRY 7 REILLY 


United Nations after they have won the victory is 

of course of the greatest importance. 

However, at the present time it is of much greater 
importance to know what we must do to win total vic- 
tory or, failing that, what kind of a victory we may have 
to accept. 

In the war of 1914-18 the Allied nations did not win 
a total victory. While it is true that Germany asked for 
an armistice and later signed the peace treaty of Ver- 
sailles, she was not decisively beaten. 

The Allies were not completely victorious because 
they did not occupy the enemy territory with their 
armed forces and dictate terms of peace from the ene- 
mies’ capital, as did the Germans in 1871-72 when their 
armies occupied most of France and they dictated 
peace to the French from the Palace of Versailles. 

In the years which intervened from the signing of the 
treaty of peace with Germany until the outbreak of the 
present war in September 1939, it was evident to those 
of us who spent a great deal of time in Europe that the 
peace structure of that continent had been built upon 
a false premise. That false premise was that the Allies 
were completely victorious and could dictate at will 
with respect to what went on in the Continental Euro- 
pean international political world. 


Ts kind of a world which is to be set up by the 


Tae Allied statesmen had decided not to attempt to 
march their armies to Berlin because they were not sure 
they had enough military force to get there. Despite 
this recognition of the fact that only sufficient force 
can insure a policy being carried out, from the Versailles 
peace treaty with Germany up to and including today, 
Britain, France and the United States have failed to 
provide the military forces necessary to insure that their 
policies are carried out. 

Any estimate of the military situation as it exists 
today, based on military facts such as those accepted 
by the general staffs and admiralties of the world, 
will show this. It is true that the United Nations have 
the potential manpower and resources of all kinds to 
produce the armed forces necessary to bring complete 
victory. However, they have not yet translated sufficient 
of these resources into armed forces strong enough to 
decisively defeat the armed forces of the Axis. 

What is worse, in too many cases, they have carried 
over from the period of peace the belief that an over- 
whelming weight of potential resources is alone sufficient 
to bring victory. They add up their available hundreds 
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of millions of men and their stupendous amount of raw 
materials and machinery to handle it, and compare 
these with the much smaller number of men, rather 
limited raw material, and much smaller machinery for 
production, of their enemies. Thus satisfied, they talk 
of how they are going to arrange the world after victory 
has inevitably come from their crushing superiority in 
potential power. 

Our enemies, on the other hand, add up the number of 
armed forces which they are able to put in battle at 
any moment and compare this with the considerably 
smaller numbers the United Nations have available to 
oppose them. The result is that up to the present the 
Axis does not fear decisive defeat. 

In other words, the Axis nations thoroughly realize 
what too many of the people of the United Nations do 
not understand—that the combat strength available 
for battle today and not potential strength which may be 
available some months from today, is the factor which 
determines the victor in today’s battles. 

In such an examination the first thing evident is that 
the United States is fighting on two main fronts. This 
because she faces West to fight the Japanese on a Pacific 
and Asiatic front, while at the same time she faces East 
to fight the other Axis partners on an Atlantic, European 
and North African front. 


Tus bad strategical position inevitably brings up and 
keeps present in all discussions the question as to how 
our forces are going to be divided between these two 
fronts. If we keep the forces on the Japanese front at a 
minimum considered necessary for defensive purposes, 
in order to concentrate the maximum force on the Euro- 
pean front, we are necessarily strictly on the defensive 
on the Pacific front. We thus allow Japan the freedom 
to take the offensive when and where she pleases. 

On the other hand, if, in order to avoid this situation, 
we greatly strengthen our Pacific front, we must take 
the armed forces necessary from those now convoying 
essential military supplies to the Russians and North 
Africa and stop sending troops and supplies to Britain 
or to Africa, or both. 

Such a course very possibly might lead to the defeat 
of Russia and to the loss of Egypt. 

It certainly would mean that there would not be now, 
or for some time in the future, the slightest chance to 
open a second front in Europe, nor would the means 
exist to create a sufficient diversion to draw German 
troops and air forces away from the Russian front. 

It is easily evident that the necessity exists to do 
something to pull some of the German armed forces 
away from the Russian front. 

This can only be done by landing a sufficiently strong 
armed force somewhere on the Continent of Europe. 
This to insure that the Germans are confronted with the 
choice of one of the two disagreeable alternatives. The 
first is that they take no armed forces from the Russian 
front thereby allowing Britain and the United States to 
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*, . . Infantry, artillery, all the auxiliary branches and services, tanks and 
all other forms of mechanized forces, and aviation, all in close and constant 


support of each other. . .” 


gradually land more and more troops on the Continent. 
The other is to take from the Russian front forces suffi- 
ciently strong to attempt to drive the Americans and 
British out. 

Well, why not immediately set up a second front? 

The answer is exactly the same as why did not the 
French, British and Belgians mount an offensive against 
Germany when she was suppressing Poland? Why did 
not they establish the second front when Yugoslavia, 
Greece and Crete were being attacked? Why was not 
Hong Kong held? Why did Singapore fall? Why are the 
Philippines now in Japanese hands? Why have the 
Dutch lost the Dutch East Indies and the immense 
revenue which came from them—probably the main 
financial stay of Holland? Why are the Japanese now in 
possession of Burma and preparing it as a springboard 
from which to attack India? 


Wav have 400,000,000 Chinese been unable to defeat 
70,000,000 Japanese? Why were the Chinese unable to 
keep enough of the Japanese army and air service busy 
to prevent them throwing the British, Dutch and our- 
selves out of our Asiatic possessions? Why are the Chi- 
nese today unable to prevent the Japanese from con- 
centrating the armed forces necessary to invade either 
Siberia or India? The answer—lack of troops. 

When General Wavell was ordered to send an expe- 
dition to Greece and Yugoslavia, a move absolutely 
correct from a strategical point of view, he objected 
on the grounds of not having sufficient troops. Events 
proved him correct. Not only did the Germans overrun 
Yugoslavia, Greece and Crete, but also, with the help 
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of the Italians, Libya. This because Wavell had largely 
stripped Libya in order to send troops elsewhere. 

Then, when Libya was lost to the Germans and Ital- 
ians a second time, why was Rommel able to recapture 
it and advance well into Egypt? The answer is always 
the same. In order to strengthen Singapore, troops 
were taken from Egypt, not enough to hold Singapore, 
but enough to weaken Egypt. Then the Australians, 
naturally, were greatly alarmed at the sudden appear- 
ance of the Japanese in all the Dutch islands to their 
north. Also the Australian army was weakened by the 
loss of the troops surrendered at Singapore. The Aus- 
tralians, therefore, called back from Egypt the greater 
part of the Australian troops stationed there, in order 
to meet the Japanese menace getting closer and closer. 

The British Empire has raised approximately 80 first- 
class combat divisions, the United States approximately 
40, with more being organized every month. 

The Germans have raised 300 divisions, the Japanese 
at least 120. In addition, the Germans have 115 Italian 
divisions and 40 to 50 Finnish, Slovak, Hungarian and 
Rumanian. 


W: do not know the exact number of the Russian 
divisions, but it is obvious that whatever it is it is not 
enough to beat the Germans without considerable help. 
We do not know the exact number of the Chinese di- 
visions but the probabilities are there are not more 
than 60. We do know that each is about half of the usual 
strength of 15,000 to 18,000 men per division. 

We do know that the Chinese army has been utterly 
unable to prevent the Japanese army from striking 
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when and where it pleased against ourselves, the British 
and the Dutch, and now against either the Russians 
or the British in India as they see fit. 

In other words, it is apparent that far from the Rus- 
sians and Chinese being able to help us and the British 
against the Germans and the Japanese, they badly 
need our help against these two powers. 

It must be evident to the most casual observer that 
the great lesson of the war to date, from Poland through 
Norway, Holland, Belgium and France, Yugoslavia, 
Greece, Crete, the first Libyan defeat, Hong Kong, 
the Malay Peninsula and Singapore, Manila, Bataan, 
Corregidor, the Dutch East Indies and the second 
Libyan defeat which brought the fall of Tobruk and the 
Axis advance well into Egypt, is that lack of troops has 
been the cause of defeat. 

By troops is not simply meant infantry and artillery, 
but a complete military force from the German and 
Japanese point of view. That is, infantry, artillery, all 
the auxiliary branches and services, tanks and all other 
forms of mechanized forces and aviation, all in close 
and constant support of each other. This in contradis- 
tinction to the only too prevalent idea amongst the 
United Nations that troops mean only ground troops 
and that aviation is something separate and distinct. 


Ths idea of aviation being something separate and 
distinct has been developed to the point where many 
believe that aviation alone is able to win victory. As 
the clamor for the establishment of a second front stead- 
ily increases in volume, more and more the American 
public is being urged to adopt this viewpoint. 

The first great use of aviation was the bombardment 
of the British Isles by the Germans with aviation 
alone. Though continued over a long period of time and 
doing great damage, it in no way weakened the will 
of the British to fight and therefore did not produce a 
decision for the Germans. 

Both the British and Germans reached the same 
conclusion, i.e.: that this bombing belonged in the same 
category as the artillery preparatory fire which precedes 
the infantry and tank assault. In other words, that only 
by following it up with an invasion of England by 
ground troops could the Germans have won victory. 

How did the German aviation obtain the splendid 
series of air bases from Norway through Denmark, 
Holland, Belgium and the Breton Peninsula of France, 
a position similar to the rim of a wheel the center of 
which is in Britain. The result of having this position is 
that the Germans, flying to the attack, fly down the 
spokes of a wheel to a concentration at the center. 
When their attack is over, they fly out along the spokes 
of the wheel towards the rim, thus getting more and 
more separated from each other as they return home, 
and therefore more difficult to follow and attack. 


Dw the German aviation go out alone and through 
bombing capture these positions? It did not. It went out 
with the German ground troops and, in the case of Nor- 
way, also with the German Navy, took these positions 
away from Germany’s enemies primarily because of 
their much greater superiority in numbers of troops of all 
kinds, including aviation, and their use as a unit. 


Why does British aviation today, in its attacks on the 
continent, have to fly out from the center of this wheel 
along its spokes and to distances far greater than the 
distances flown by the Germans attacking Britain? 

The answer is simply that the bases which the British 
aviation had on the Continent of Europe were lost 
when the French, the British Expeditionary Force, 
Belgian and Dutch ground troops and aviation were not 
strong enough to hold them in May and June 1940. 

Why has not the Island of Malta surrendered? It has 
been almost continuously bombed since the beginning 
of the war, not only by the Italians but also by the 
Germans. 

In supplying the Italian and German troops in Libya 
and Egypt, it would be of the greatest advantage to 
have Malta in German or Italian hands. Malta is of 
great help to the British fleet when it escorts British 
troop and supply convoys from one end of the Medi- 
terranean to the other. There can be no doubt that 
the Italians and Germans have made every effort to 
force its surrender by air bombardment. 

Throughout the war in Europe, in Asia and the Pa- 
cific, where land forces are concerned, the evidence is 
cumulative that bombing alone cannot bring victory. 

The British who started with an independent air force 
have, as a result of their experiences in the war, given 
back to their navy its air force which they took away 
when they established the R.A.F. They have gone a step 
further. They have permitted their artillery to establish 
a reconnaissance and “firing” force of small planes 
manned by artillerymen and under artillery command. 

The German air force is not independent in the way in 
which the R.A.F. has been. Whatever air forces are 
necessary to carry out any mission are under the com- 
mand of the general officer who has been given the mis- 
sion. Incidentally, General Von Keitel commands all 
the military forces of Germany—land, sea and air. 

The Japanese have no independent air force. The 
Japanese army has its own air force and its navy its 
own air force, as is true in the United States. 

In battle, the Japanese use the same principle as the 
Germans—constant, unremitting air support to the 
troops on the ground or the ships on the surface of the 
sea—with all forces under the command of one 
man. 

The Germans and Japanese, who have shown again 
and again that they do not believe economic pressure 
or independent air activity, but only hard fighting in 
battle, can bring victory, have won many victories. 


Ovr side, which has emphasized from the beginning its 
belief in economic strangulation—and more and more is 
being urged to commit itself to aviation bombardment — 
as a means to victory, has a long series of defeats to 
its discredit. 

How can there be any other conclusion than that in 
continuing to advocate economic pressure and aviation 
bombardment alone as a means of winning the war, 
we are inviting defeat? 

How can there be any question that to win victory we 
must raise large armies, as well as large aviation forces, 
and use the two of them together in combat, always un- 
der the command of a single officer? 
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Produ tion 


when two necessities became evident in the early 
days of the war production effort. By mid-1940 
the National Defense Council recognized among its 
other important duties that there were two factors 
which not only could not be neglected but actually con- 
stituted a vital part of the nation’s mobilized strength. 
The first was the wide-scale utilization of the average 
medium and small-size industrial concern for producing 
ordnance and allied items for the war program, then 
modestly called the defense program. There are 184,000 
manufacturing concerns in the United States, of which 
only a handful were at first considered adaptable for this 
production, and the marshaling of the other thousands 
of concerns, large and small, had to be undertaken. 
The second important problem involved the means of 
financing the conversion of plants and equipment so that 
they could perform their new duties; also the supplying 
of working capital to carry vastly expanded inventories 
and payrolls swollen by two and three shifts of workers. 
This problem was complicated by the fact that a greatly 
enlarged war program would bring in many concerns 
with marginal or submarginal credit, and concerns which 
had not fared any too well since the depression of the 
early Thirties, or which represented industries which 
were overcrowded and whose working capital and re- 
serves had been depleted during the past decade. 


Tw Smaller War Plants Corporation had its origin 


Au through 1941 various steps were taken to ac- 
complish these two programs. Robert L. Mehornay, as 
chief of the Defense Contract Service of the OPM, laid 
the groundwork and pioneered the way for subcontract- 
ing, brought the distribution of orders from the services 
to an expanded number of prime contractors, developed 
and encouraged the establishment of subcontracting 
units in the offices of prime contractors, and developed 
relationships with the Federal Reserve banks and the 
RFC which were helpful in meeting the preliminary 
financial demands. In September 1941 the Division of 
Contract Distribution was organized under Floyd 
Od‘um. This largely expanded the activities of the De 
fense Contract Service and decentralized its activities 
through 120 field offices. 

At the same time, the Financial Division established 
representatives in 35 cities and developed the principle 
of “financial doctoring,” i.e., concerns called into war 
production with demands many times beyond their 
normal capacity and with inadequate financial and 
equipment resources were referred to these financial 
representatives in the various field offices for the pur- 
pose of having their fiscal houses put in order, monthly 
income and outgo budgeted, and their financial needs 
presented to government and private institutions for 
such assistance as could be rendered. These institutions 
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worked courageously to meet the pressing needs for 
funds, but many of the submarginal concerns certainly 
did not present the credit risk that would justify the 
risking of the bank depositor’s money. 

By the close of 1941, one year’s experience showed 
that more aggressive and inclusive efforts must be 
adopted. The Joint Senate and House Small Business 
Committee had commenced studies and hearings on the 
subject. At this point, the Senate Small Business Com- 
mittee, Senator Murray, chairman, retained Theodore 
Granik as its counsel. Mr. Granik had joined the writer 
at the American Bankers Association convention at 
Chicago in September 1941 in presenting to the bankers 
of America the opportunity of encouraging the forma- 
tion of “pools” of manufacturing concerns whose com 
plementary facilities would make it possible for them to 
undertake prime and subcontracts for war work, which 
individually such concerns could not have undertaken 
because of lack of well-rounded equipment. 

One of the earliest pooling arrangements was the San 
Jose, California, group which had been organized with 
the assistance of the Bank of America. As counsel for 
the bank, Mr. Granik had taken an active part in en- 
couraging the formation of this pool. His work in this 
direction gave a vital impulse to the organization of 
other pools throughout the country and served as most 
valuable background in drafting the legislation. The 
extension of this method of operation was urged upon 
the bankers not only as a contribution to the war effort, 
but as a practical means of protecting the earning power 
of their customers. 


Ix the meantime, the War Production Board was 
created with Donald M. Nelson as its head. The Bureau 
of Finance of the War Production Board was called into 
consultation. There followed two months of most intense 
study and preparation of legislation to meet the prob- 
lem of how to bring into production, physically and 
financially, thousands of medium and small-size indus- 
trial concerns needed to meet hugely enlarged produc- 
tion schedules. At the same time, it was recognized that 
unless these concerns were brought in, this immense 
program could never be completed within the time limit; 
also concerns not converted would be faced by a 
(CONTINUED ON PAGE 156) 
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are as fully enrolled in the United Nations’ all- 

out war effort as if each of them was garbed in 
Navy blue or Army khaki. The war of production must 
be financed and the tremendous resources of the bank- 
ing system are being lent wholeheartedly to the under- 
taking. We can be proud of the part the banks have 
taken up to this time and, with the broader field of 
service now opened to them through Regulation V, I 
am confident that their record of service will be even 
more impressive. 

On December 7, 1941, America suddenly became a 
nation with a single purpose—Win the War. Disunity 
and divided counsel were no longer in order. An econ- 
omy that was geared for defense was overnight speeded 
up to a war basis and the bankers of the nation were 
not caught napping. 

As early as November 1940 bankers, recognizing the 
tremendous responsibility of financing the defense pro- 
gram, held meetings in Washington, resulting in the 
appointment of a National Defense Loans Committee 
of the American Bankers Association to include a repre- 
sentative from each Federal Reserve district. The 
function of the committee was to acquaint bankers 
throughout the country with the importance of com- 
plete cooperation with the defense program, as it was 
designated at that time. That the efforts of the com- 
mittee were fruitful was evidenced by the fact that 
approximately 85 per cent of the working capital loans 
made for defense production were made by the com- 
mercial banks of the country. 


(): 15,000 banks and 265,000 bank men and women 


Speciat Bulletin 82 entitled “Defense Loans” was 
prepared and distributed to all banks in December 1940 
and became both a primer and a bible on the subject. 
The A.B.A. obtained a report on June 30, 1942 indicat- 
ing that 423 banks in 162 cities had on that date over 
2 billions of war loans outstanding and an additional 
2 billions of commitments for future loans. This is 
over thrice the total of a year ago and shows not only the 
progressive conversion of our civilian economy to war 
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but demonstrates the large part our banks are taking 
in the program. 


Severat new lending aids and production-facilitating 
techniques have been developed since early 1940 which 
permitted the banks to make loans which would not 
have been possible before. Chronologically, they might 
be stated: 


. Assignment of Claims Act, October 9, 1940. 

. Defense Plant Corporation organized August 22, 
1940. 

. Emergency Plant Facilities Contract approved Octo- 
ber 18, 1940. 

. Tax amortization provisions of Second Revenue Act 
of 1940. 

. Advance payments by the services. 

. Executive Order 9112 of March 26, 1942, and the 
resultant Regulation V of the Federal Reserve 
Board dated April 6, 1942. 


By this time all bankers are familiar with the protective 
features and operation of the Assignment of Claims Act. 
The act permitted for the first time the assignment of 
any claim due from the Government, or any department 
thereof, involving $1,000 or more unless the contract 
expressly forbids such assignment. Thus, under the 
assignment, the assignee—the lending institution—re- 
ceives direct from the Government all payments made 
as the contract is satisfactorily fulfilled. The contractor 
has been given an asset—assignment of claims—which 
can be offered the banker as security for a loan perhaps 
otherwise not obtainable. 

In brief, a contractor negotiates an EPF contract 
with the Army or Navy to construct with his own 
funds a plant to which he will hold title until the Gov- 
ernment fully reimburses him for it. The repayment 
is in the form of 60 equal monthly instalments starting 
upon completion of the plant. The contract is assign- 
able so it can be assigned to a bank which may advance 
the needed funds during construction and be repaid dur- 
ing the ensuing five-year period. Such contracts have 
been obtained largely by the shipbuilding and aircraft 
industry and are not numerous today. 


Many war contractors needing facilities prefer to have 
the Defense Plant Corporation (RFC wholly-owned 
subsidiary) build the plant, hold title to it and simply 
lease it to the contractor who becomes a tenant rather 
than an owner as he would under an EPF contract. 
The DPC has become the most important unit in the 
construction of emergency plant facilities and several 
months ago had total commitments of nearly $5 billion. 

Before discussing Regulation V it might be well to 
mention two highly important devices, tax amortization 
and advance payments, which have been helpful to con- 
tractors undertaking war orders and plant expansion. 
The Second Revenue Act of 1940 provides that upon 
issuance of a certificate of necessity, a corporation may 
amortize for income and excess profits tax purposes, 
the non-reimbursed cost of emergency facilities over a 
60-month period. In other words, it may fully depreciate 
the facilities for tax purposes over a five-year period 
and in these days of high taxation this provision is most 
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important, particularly because amortization may be 
accelerated under certain conditions if the emergency 
terminates before five years. 

To insure that contractors with inadequate working 
capital could be financed, the Federal Government 
authorized, in June 1940, advance payments up to 30 
per cent, without interest, on Army and Navy contracts. 
While the original terms were subsequently broadened, 
as a general rule only prime contractors were eligible 
for advances and the subcontractors who frequently 
needed help the most did not qualify. Many large con- 
tractors who could have borrowed easily from the banks 
took an advance instead, not only because it was interest 
free, but on account of the set-off provision in case of 
cancellation of contract. It is estimated that there is 
presently 144 to 2 billions of advances outstanding. 
However, the need for advances has materially decreased 
since Regulation V became effective. While the services 
will still make advances when required, interest at 24 
per cent per annum on contracts entered into subse- 
quent to April 11, 1942 will be charged. The services 
now encourage bank loans. This is important from two 
angles: Not only will this use to advantage the surplus 
loanable funds of the banks, but it will utilize the already 
existent facilities of 15,000 banks, and at the same time 
obviate the necessity of superimposing on the present 
banking structure further governmental supervision of 
advances. 


Usrn Pearl Harbor, war contracts were not widely 
spread. A relatively small number of large prime con- 
tractors had the bulk of the orders; in fact, 100 com- 
panies held 76 per cent of the total awards placed from 
June 1940 to February 1942. But today this is changing, 
for the big concerns have about all they can handle 
and are themselves desperately searching for subcon- 
tractors. In fact the subs, and sub-subs and sub-sub- 
subs are our hope in the production problem. The work 
is being spread; for example an automobile company 
is making a cannon having 194 parts and 161 of them 
are made by subcontractors. Likewise, plants in 39 
different cities turn out sub-assemblies for an aviation 
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engine built in Indianapolis. As many marginal subcon- 
tractors are being brought into the production picture, 
in a number of cases it was found difficult to arrange 
financing because, being a sub, they could not get an 
advance and their heavy balance sheet or distorted 
ratios prevented a bank from loaning them depositors’ 
money. Also, other contractors discovered that the tre- 
mendously increased volume of business they were doing 
under the war program was entirely too large to be sup- 
ported by working capital which would have been 
entirely adequate for normal peacetime activity. To 
bridge this gap Regulation V was devised whereby 
production was made the prime basis for loans which 
would in turn be Government guaranteed. 

On March 26, 1942, the President issued Executive 
Order 9112 authorizing the Army, Navy and Maritime 
Commission to guarantee war production loans made 
by financing institutions. Eleven days later the Federal 
Reserve Board issued Regulation V outlining the pro- 
cedure under which the Federal Reserve banks, acting 
as fiscal agent, would arrange guaranteed loans. At first 
it was contemplated that small manufacturers with in- 
adequate credit would be the chief beneficiaries of Regu- 
lation V but it is now being widely availed of as well by 
some of our largest and strongest concerns. The volume 
of financing under “ V”’ was approximately $450,000,000 
as of early August, and the loans have ranged from 
$400 to $35,000,000. As guaranteed loans become better 
understood by banks and contractors I am confident 
they will be used more extensively. 


Tae bank is not expected to make an unsound loan 
and the Government realizes that war production re- 
quires in many cases more credit than normally is justi- 
fied and, therefore, is willing to guarantee the difference 
between the amount the bank can soundly loan based 
upon banking standards and the expanded war produc- 
tion need. The bank should take its full responsibility, 
and participate in a guaranteed loan as generously as 
it prudently can. In few, and then only the most unusual, 
cases will a 100 per cent guarantee be approved. 

The A.B.A. in June sent to each bank Special Bulletin 
85 entitled ‘“‘War Production Loans,” which discussed 
in detail Regulation V loans and particularly the guaran- 
tee agreement the bank receives when such a loan is 
consummated. It is assumed that all banks are generally 
familiar with the bulletin. Following are some of the 
principal points included in or significant to the 
guarantee: 

1. Any borrower engaged in or about to engage in 
work necessary for the prosecution of the war, be he 
prime or sub or sub-sub, is eligible for a V loan. 

2. The guarantor is the actual service concerned. 
The Federal Reserve bank acts only as fiscal agent. A 
fee for the guarantee is paid by the bank to the service 
and ranges from 10 per cent to 40 per cent of the interest 
collected. The larger the guarantee, the higher the fee, 
so a further incentive is given to the bank to take as 
large a share of the loan as possible. 

3. The Government will repurchase unconditionally 
within 10 days after demand the guaranteed portion 
of the loan. Such demand can be made at any time prior 

(CONTINUED ON PAGE 154) 
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Vice-chairman of {the Board, The 
National City Bank of New York 
—W. RANDOLPH BURGESS 


ANKERS these days are using spare minutes to jot 
B down figures on the backs of envelopes, the corners 
of newspapers, and even on tablecloths. They are 
trying to figure how their banks will look in deposits, 
earnings, and capital position, as a net result of the 
government financing and tax programs. 

The Under Secretary of the Treasury has just told the 
Congress that by next June 30 the member bank hold- 
ings of government securities are likely to be about 
double their present holdings. They now own about 24 
billion dollars worth, and less than a year from now, 
despite higher taxes and vigorous efforts to sell bonds to 
investors, banks are likely to hold over 48 billion dollars 
of government securities. And that is not all. There may 
be one, two, or X years more of the same sort of increase. 


Tuere is no question about doing the job; there can be 
no holding back. Each bank is prepared to carry its 
share of the load. Excess reserves have declined and the 
margin of profit on successive new issues has been pared 
down to the vanishing point. But the banks have con- 
tinued to enter their subscriptions for the larger and 
more frequent Treasury issues. As Secretary Morgen- 
thau testified, the banks were not being forced to sub- 
scribe. They have responded willingly because they 
understood the task to be done and their share in it. 

The Economic Policy Commission of the American 
Bankers Association last Spring made an analysis of the 
war financing problem. Even as the report was coming 
off the press the government estimates for spending and 
borrowing were revised upward. 

The following table shows the probable effect on the 
banks of the latest budget estimates: 


Effect of Government Security Purchases on All Miem- 
ber Banks, Assuming Continuance of Current Trends 


(In Billions of Dollars) 


June 30, June 30,* June 30,* 
1941 1942 1943 
Total Loans and Investments: 
Loans. ; 16.7 18.0 18.0 
Governments...... 18.1 23.6 48.8 
Other Investments........ 5.8 6.0 6.0 
Total. .... 40.6 47.6 72.8 
Liabilities: 
Deposits....... 58.5 64.9 87.9 
Capital Funds... . 5.8 6.0 6.2 
Capital Funds Ratios: 
To Deposits......... cre 9.9% 9.2% 7.0% 
To Loans and Investments. 14.3% 12.6% 8.5% 


* Estimated. 
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THE EFFECTS OF WAR 


One painful subject for envelope jottings is bank re- 
serves. Where will the banks get the money to buy all 
these securities? A year ago they had excess reserves of 
five billion dollars. Today they have only two billion 
dollars. How can you buy 24 billion dollars of bonds with 
two billion dollars of cash? 

Here we encounter the most confusing and perplexing 
concept in economics—the ratio of reserves to credit 
expansion. Without spelling it all out, the central point 
is that when banks expand their loans and investments, 
they must be able to put up at the Reserve banks the 
reserves legally required for the corresponding expan- 
sion of deposits. The average percentage of reserves to 
deposits in the United States is just under 20 per cent 
and if this ratio is maintained it will take nearly five 
billion dollars of reserves to finance the purchase of 24 
billion dollars of government securities. Actually even 
more reserve money will be required, for currency de- 
mand has been increasing under the stress of huge pro- 
duction and payrolls and rising prices. There is also some 
hoarding. Currency in circulation rose almost three 
billion in the past 12 months. When currency is drawn 
from the banks it uses up reserves, dollar for dollar. 


Thus, about eight billion dollars of extra bank reserves 
are likely to be needed before the end of this fiscal year 
(assuming the present two billion of excess reserves are 
maintained). Where will they come from? 

In World War I the banks borrowed from the Federal 
Reserve banks most of the extra reserve money they 
needed. That could be done again. But there are other 
alternatives. The legal reserve requirement could be 
reduced, thus freeing reserves for the new’ load to be 
carried. Or the Federal Reserve System could buy gov- 
ernment securities, thus pouring reserve funds into the 
banks. 

The banks will carry through this big undertaking 
with more confidence if they do not have to borrow 
heavily and continuously. They are reluctant, and with 
reason, to be borrowers for extended periods. In the 
course of this huge program with its great shifts of funds 
about the country, some banks may have to borrow at 
times. They should do so freely when necessary. Under 
these circumstances borrowing will be a sign that a bank 
is doing its share in the Government’s financing program. 


Bor that program will be carried through more 
smoothly and with less risk of unstable money rates if 
the banks can obtain in other ways the bulk of new re- 
serves required—by reduction in reserve requirements, 
and by Federal Reserve open market purchases. The 
Reserve System has given clear indication of moving in 
that direction, by substantial purchases of governments 
and by securing the passage of legislation giving them 
greater flexibility in dealing with reserve requirements. 
The new amendment gives them the power to change 
the requirements of banks in central reserve cities sepa- 
rately from those of other groups of banks. 
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FINANCING ON BANKS 


The net of all this is that every bank may go ahead 
and buy its share of the new government issues with 
assurance that additional reserves will be available as 
needed. 

Of course, this does not mean a bank can afford to 
neglect its reserve position. In the period we face the 
management of reserves will be one of a banker’s essen- 
tial tasks—just as it used to be. This problem, however, 
has been greatly eased by the increase in the outstanding 
volume of Treasury bills and certificates readily salable 
at any time. 

These facilities and the demonstrated readiness of the 
Reserve System to put out additional reserve funds sup- 
port the full participation of all banks in the financing 
program. 

Another figure bankers are working out on the backs 
of envelopes is their capital position after another year 
or two of expansion. As the foregoing table shows there 
will be quite a shrinkage. 


Or course, the old standard ratio between capital and 
deposits was not a wholly satisfactory measure of sound- 
ness. It was only good if you could assume that all funds 
were employed at equal risk. How much capital a bank 
needs depends on the risk of loss, and that is a question 
of character of assets. If a bank holds mortgages, or long- 
term corporate bonds, or is heavily loaned up, the risk is 
much larger and the capital need greater than if the 
bank is very liquid. 

Within the past decade the assets of banks have 
changed markedly. A smaller proportion is in loans, a 
larger part in cash and government securities. Mortgage 
and corporate security holdings are reduced. It is true 
that the capital funds are smaller, but the risk to be 
covered is much less. 

The problem is complicated by the virtual absence of 
a market for bank stock. Bank earnings and earnings 
prospects have not been such as to attract new invest- 
ment money. New capital must be earned. 

A commonsense general view, and recognizing sharp 
differences between banks, is that this situation is not 
alarming but does suggest certain precautions: 


1. Banks need to husband their capital by conservative 
dividend policies. 
. Venture assets, old and new, should be scrutinized 
closely, while doing vigorously the war lending required. 
3. Maturities of securities, even governments, should be 
relatively short. 
4. Earnings should be adequate to provide a steady increase 
in capital and reserves. 


Nm 


Banks, of course, are not wholly the masters of their 
earnings. They are between the upper millstone of low 
money rates and the nether millstone of high taxes. 

But even at present rates of interest and with the 
taxes now suggested, the prospective added volume of 
government holdings should yield enough income for 
most banks to retain something close to their recent 
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HOLDINGS OF GOVERNMENT SECURITIES 
ALL MEMBER BANKS - BILLIONS OF DOLLARS 


rates of earnings, enough to show some small increase in 
capital funds against a large increase in government 
holdings. It is not a very pleasing prospect. It is no bed 
of roses and calls for careful management. But this is 
not a period when any business can be free of risks. 
When the whole country faces the hazards of war the 
banker must face his hazard as well. 

In the whole program the major risk is not to the 
banks as such. The principal danger is that this huge 
outpouring of buying power, this prodigious expansion 
of bank credit, will force up prices and the cost of living 
—in other words, will bring inflation upon the country. 

We have been living with this fear so long that we 
have become a little hardened to it. We comfort our- 
selves with the thought that nothing serious has hap- 
pened yet. But inflations are cumulative and the present 
course of the economic trends is painfully like that of the 
first World War. 


Tae inflation forces are so cosmic, such a broad stream 
of movement both political and economic, that we seem 
almost helpless before them. Much of it is largely out- 
side the realm of the banker. This inflationary surge, for 
example, comes when wage earners have just been win- 
ning a hard-fought political struggle for higher wages, 
shorter hours, more recognition, when farmers have been 
gaining some control over too-long depressed farm 
prices. These movements run head on into inflation 
controls. That is a political situation about which the 
banker can do very little. The amount and character of 
taxation are also at the core of the inflation problem. 
The banker as citizen shares responsibility with others 
in these areas, but they are not in his special field. 

But one responsibility lies directly at his door. It is 
the sale of government securities outside the banks in the 
greatest possible amounts to lessen bank credit inflation. 
Bankers are way out in front in getting this job done. 
They have made a fine start both in their own offices 
with their customers and in giving leadership to the 
War Savings Bond organizations and the Victory Fund 
committees. 
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This panel on Cost of Living Controls was held in the 
dining room of the Murray Hill Hotel, New York City. 
The headquarters staff of the American Bankers Associa- 
tion was the audience and Dr. Stonier, executive manager 
of the Association, presided. 


know, it was necessary to cancel this year’s A.B.A. 

convention in Detroit. Last year at Chicago an 
outstanding feature of the convention was the panel 
put on by Dr. Paul Cadman, our economist. There, a 
group of economists talked together on problems then 
current in the economic world. We determined to have a 
similar panel this year, but not being able to present it 
at Detroit, we are offering it here. 

Naturally, in the very brief time at our disposal some 
important phases of the subject will have to be omitted, 
but I hope that this will be only the first statement of a 
more important and comprehensive topic which, for 
want of a better definition, we can borrow from H. G. 
Wells: “The Shape of Things to Come.” At the left I 
present Dr. WILLARD Arkins of New York University 
and our Graduate School of Banking. Then, at Dr. 
CADMAN’s left is Professor ANTON FRIEDRICH of New 
York University, also of the Graduate School faculty. 
Professor MontTFoRT JONEs of the University of Pitts- 
burgh and the Graduate School, is the other member of 
the panel at the right. Without further ado I shall turn 
the meeting over to Dr. Cadman. 


Citson, STONIER: Ladies and gentlemen, as you 


the term INFLATION 
should be defined . . .” 


CapMAN: It is important that we agree as to the mean- 
ing of inflation before trying to discuss the attempts 
to control it or what its ultimate effect may be. I am 
going to ask Jones if he will give us his definition, if we 
can get him to commit himself to one. 


there’s a big 


” 


difference in types . . . 


Jones: I think that term, “wartime inflation,” just 
about expresses it. Some people think that any rise in 
prices is inflationary but a rise in prices in periods of 
prosperity is generally looked upon as a good thing. Some 
think of inflation in terms of a complete distortion of 
the monetary system. Others speak in terms of a credit 
inflation near the end of an upward movement in the 
business cycle. In this wartime inflation you have the 
tremendous increase in the buying power of the Ameri- 
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can people as a whole, coupled with a tremendous 
shortage of goods. 

CaApMAN: Well, how does a wartime inflation differ 
from, let’s say, a speculative inflation? 

Jones: You have this great diversion of goods from 
peace to war uses, and this immense production that is 
not connected with profit at all. An ordinary credit in- 
flation runs into resistance after a while. People get 
skeptical about how long it is going to last, and it col- 
lapses. This does not happen in time of war. 

We are going to continue this tremendous production 
of war goods, and this outpouring of purchasing power 
until military objectives have been reached. It is not 
going to fall by its own weight as a peacetime inflation 
does. 


every major price rise 


is inflationary if . . .’ 


FRIEDRICH: Isn’t an inflationary situation any price 
rise which threatens to continue to levels that are eco- 
nomically undesirable? Our concern is with the fact that 
prices may continue rising beyond the point where they 
stimulate production, and where forward commitments, 
such as mortgage loans, instalment purchases, etc., 
threaten to default. There is the fear that it is all going 
to end in a grand economic collapse. Every major price 
rise is inflationary if it reaches the point where the 
increase in prices no longer brings into the market an 
increase in the supply of goods. 

Capman: After all, isn’t this the distinguishing char- 
acteristic of the present inflation as compared with the 
rising prices which normally accompany periods of 
prosperity? Today there is a vast production of goods, 
the bulk of which is diverted to war needs rather than to 
consumer satisfaction. 
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FRIEDRICH: That is true and another factor which 
Jones mentioned should be underscored. In a peacetime 
inflation boom, rising costs, declining profit margins, 
tightening credit, act to check inflationary developments 
and to reverse the trend. In a total war-economy these 
controls are off. Production and deficit spending go on 
until a military conclusion is reached. 


. disagree with 


you and Jones too . 


ATKINS: May I interrupt here? I disagree with you 
and Jones too, in regard to what inflation means. 

Jones: That convinces me we are right! 

ATKINS: What inflation means in a wartime period is 
an impairment of the standard of living of people with 
relatively fixed incomes. Look what happens: The price 
of sugar is frozen at five cents a pound. But the point is, 
you cannot have sugar. 

What will happen in this economy is that when goods 
are scarce, you simply will not have them. The stand- 
ard of living will be impaired and attempts to get sub- 
stitutes will be frustrated. One of my neighbors had to 
walk five miles to get a sugar card. We shall be thrown 
into all sorts of incidental expenses, all sorts of incidental 
deprivations. 

CapMAN: Atkins has implied that inflation isn’t a 
price phenomenon at all. 

Atkins: There will be occasional rising prices, and 
they may be part of inflation, but you could conceivably 
have a price ceiling under which the standard of living 
would fall. 

FRIEDRICH: Well, Atkins, in that case, I wouldn’t say 
you had inflation. I think that you are trying to make 
the word “inflation” cover everything. What you have 
there is an impairment of the standard of living due 
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to a physical withdrawal of goods and _ services. 

Jones: That is exactly why we distinguish this as a 
wartime inflation. You don’t have that picture in a 
normal credit inflation, where production is devoted to 
consumer goods. 


“, . . about the thing 
Washington fears . . .” 


CapMAN: Well, let’s put it this way, before we get lost 
in a maze of opinion about what inflation means: Let’s 
talk about the thing that Washington fears. The Presi- 
dent has come out with a seven-point program against 
inflation. Every day, we are told that the great menace 
to the country now, next to our external enemies, is in- 
flation. Therefore, we are not discussing a theory; we are 
discussing something that apparently is sufficiently 
threatening at this moment so that the entire nation and 
the Congress and the Executive are trying to take steps 
either to stop it or to hold it in control. Now, what is it? 
A rise in prices or a shortage of goods, or is it both? 

FriEpricu: I think one thing is clearly indicated. It is 
rising prices that we want to keep in check. 

CapMan: In plain language then it is a question of 
the cost of living. All of us in this room, if we were asked 
now to write the briefest possible definition of inflation, 
would say that it is a rise in the cost of living. 

Now, let me ask: Is this something that we have to 
fear in the future, or has it already taken place? 


look at the 


commodity index . 


Jones: At the present time we probably haven’t very 
much more inflation than we would have had in a good 
old-fashioned business boom. The wholesale commodity 
index is up 31 per cent over the last pre-war month, 
August 1939, and it was at a rather low level at that time. 

CapMAN: The wholesale commodity price index is 
made up of a very large number of commodities which 
the American public uses. It is based on and assumes 
competitive conditions in our economy. 

Jones: One reason for the moderate rise in the last 
six months has been the inauguration of price controls. 
Where the price index would be now under a perfectly 
free economy without any governmental intervention 
would be an interesting speculation. 

CapMan: The kind of inflation we are now discussing 
is made up of two elements, the supply of money and 
the supply of goods. When the supply of money in- 
creases more rapidly than the supply of goods to be 
bought, the stage is set for inflation. What is there in the 
present situation that is particularly threatening? 
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Jones: Both are getting worse. 
Most of this purchasing power comes out of govern- 
ment spending. Federal expenditures during the month 
of June reached $4 billion for the first time, and they are 
going to be over $5 billion in July. On the goods side, I 
don’t think the situation will become critical for another 
six months. There are still substantial inventories, even 
in a lot of consumer durable goods. I think in six months 
from now the situation on both the money and the goods 
side is going to be much more acute than it is now. 

CapMAN: You mean we are going to have more money 
and less goods! 

Atkins: Ill agree, provided it’s understood that / 
won’t have more money. Somebody else will have it. 

Jones: You wouldn’t spend it if you did have it. 


Upon reaching this part of the discussion the 
panel turned its attention to the question of 
which elements in the present situation seemed 
particularly threatening to the price structure. 
There was general agreement among the panel- 
eers that the situation was likely to get worse. 
The reasons include the pace of Federal spend- 
ing, the failure to bring all prices under ceiling 
restrictions, the fact that wages are still free to 
go up, and the delay in adopting a realistic 
tax program. Then: 


. the chances of 


success in price fixing . . .” 


CapMAN: A Federal bureau, the OPA, has been estab- 
lished which is said to have 30,000 employees. This 
agency has fixed maximum prices for a large number of 
commodities. It has immense powers and Administra- 
tion support. Atkins, do you believe this attempt at 
price regulation will succeed? 

ATKIns: My answer is that the inflationary threat can 
be stopped only to a limited degree by the Office of 
Price Administration. There are more substantial fac- 
tors making for inflation than the presence or absence 
of a policing force in the OPA. The OPA will succeed or 
fail in terms of what is being done outside that office 
in the financing and taxing program of the Government. 
A ceiling on prices is no guaranty that the article will 
be there at a price. Price indices do not reveal what is 
going on. Already at the Faculty Club, chicken has 
become chicken croquettes at the same price, but it is 
not the same thing. Cheapening of quality is very diffi- 
cult: to check. Also, as long as you have purchasing 
power unspent, in people’s pockets, they will press for 
goods, and if they can’t get the goods they want and in 
quantities they want, they will operate outside through 
“black markets,” and illegal channels. Inflation as a 
phenomenon is a liquidation of the middle class. That is 
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why I am hot about it. I am a member of the middle 
class and I am being liquidated and I don’t like it. 


the consumer will 


go to ‘black markets’ . . ?” 


FRIEDRICH: Wait a minute, Atkins! You say if the 
OPA merely establishes by decree a maximum price 
above which goods cannot go, that with the unspent 
dollars the consumers will go to the “black markets” 
or force the price up in some way or other., But why 
can’t the OPA generalize rationing? Then, even though 
my money burns in my pockets, I can’t spend it because 
I must have a card or coupon with which to buy. 

ATKINS: Not only will you have to have certain cards 
or coupons, but you will have to line up in queues and 
wait. You will have to go to market and be disappointed 
and try to purchase substitutes. 

FRIEDRICH: Why do you think Henderson’s office can- 
not freeze prices through administrative and _ police 
action? 

CapMAN: Wait a minute, Atkins, before you answer 
that. Just for the sake of review, let’s speak on the va- 
rious things that Henderson’s OPA is doing. What about 
ceilings and priorities and regulations and rationing? 

Jones: The idea of price ceilings is not absolutely to 
fix prices; it is to moderate the rise. These price ceilings 
are going to be raised if there are increasing costs. In 
any program for combating inflation, the fixing of price 
ceilings and the rationing of scarce goods is absolutely 
essential, but of course it must be accompanied by other 
policies. Without rationing, if you have no price ceil- 
ings, the fellow with the fattest pocketbook gets all the 
goods. If you have price ceilings without rationing, the 
fellow who is first in line gets all the goods. 

CapMAN: Where do subsidies come in and to whom do 
they go? 


. maximum production 


isa factor...” 


= 


Jones: As an illustration, we need metals. The Metals 
Reserve Corporation is buying a lot of lead, copper, 
and zinc, at from 33 per cent to 41 per cent over the 
price ceilings on those metals. They are buying from the 
high cost producers, but the Government is maintaining 
the price ceilings for the great bulk of purchases. That is 
done to get maximum production. In the other war we 
raised prices high enough to take care of the marginal! 
producer and then the low cost producer made a terrific 
profit. 

FriEpRICH: It should be pointed out that certain 
prices are free of any effective governmental control. 
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Agricultural prices enter into the cost of producing other 
goods, and, obviously, they enter into the cost of living. 
If those prices are free to move up and do move up 
as they have in recent months, they in turn will affect 
other prices. Consequently price ceilings will have to be 
moved upward even in non-agricultural goods. Organ- 
ized labor as yet has not fully accepted the idea of regu- 
lated wages. Now, if wages are free and agricultural 
prices are free, it means that a large part of the cost of 
goods is not controlled, and as they go up, the prices 
must go up in turn, and lift wages and farm prices. The 
problem of maintaining price ceilings will be greatly 
simplified when, as, and if wages and farm prices are 
stabilized in fact. Until that is done, price ceilings, ra- 
tioning, subsidies, control of inventories, etc., will not 
stop price increases but will only keep them from rising 
as fast and far as they otherwise would. 

Jones: I don’t want to leave the impression that 
nothing is being done about wages and farm prices. 
They are both being stabilized, but I must say at a 
slightly more generous level than other prices. They are 
fixing parity in the finest years that the farmer ever had 

-1909 to 1914. They are stabilizing wages as of January 
1941, the finest month they ever had. But when they 
come to fix the excess profits of corporations, they are 
selecting the four not so good years from 1936 to 1939. 
You have to select the base according to what you want 
to do to the various people. 

CapMAN: We made a diligent search to find out 
whether any pronouncement of the National War Labor 
Board could be taken as an intention to stabilize wages. 
We can find no substantial evidence that stabilization 
is going to be definitely announced or that it will be 
definitely applied. 

Jones: In a general way they are trying to tie wage 
increases to increases in the cost of living. That is a step 
forward. 


. wages and the 


cost of living . . .” 


CapMANn: Yes, except that it is the dog chasing its tail 
~because if you are going to raise wages to meet the 
cost of living, that wage cost is going to be reflected in 
everything that is manufactured or grown or sold. Isn’t 
that evidence that regulations, price ceilings, subsidies 
and controls must go along together in order to bring 
about an effective check on inflation? 

Jones: Yes, and you have got to do it cautiously, 
with gloves. You can crack down on the steel companies, 
but you can’t crack down on labor. You would have to 
finagle. 

CapMAN: Thus far we have discussed price ceilings, 
rationing, and subsidies. These are all on the “goods” 
side of inflation. Let’s look at the money side. What are 
some of the proposals to mop up this excess purchasing 
power, Jones? 

Jones: You tax the daylights out of the people in the 
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first place—and then if they have any money left you 
try to get them to buy government bonds, voluntarily 
now, and perhaps on some compulsory basis later on. 
The whole philosophy of the pending tax bill is largely 
built around the idea of taking away a substantial part 
of this purchasing power from those who happen to 
hold it. 

ATKINS: In England a considerable part of the na- 
tional income is being absorbed by the increase in bet- 
ting on horse racing and dog racing, with the govern- 
ment taking a considerable share of the betting total. 

Jones: The great bulk of the purchasing power that 
is having the inflationary influence is in the hands of the 
low income groups. 

CapMAN: That point has a social, as well as a political, 
significance. If you took all of the income over $25,000 
a year from every American who enjoys that much in- 
come or more, it would increase the tax receipts only 
$186 million a year, and we are now spending in excess 
of $150 million a day. 

Jones: Treasury economists have also estimated that 
if the Government took all of the income of individuals 
over $5,000 a year, it would add only $5,200,000,000 to 
the government revenues, and that would just about 
finance the Government for the month of July. The 
purchasing power that you have to attack is in the low 
income groups which have been very largely exempt 
from taxation. 


. . « taxing excessive 


incomes .. ? 


ATKINS: Wasn’t it the President who suggested that 
we tax away all incomes in excess of $25,000? Do you 
suppose the suggestion was made to increase revenue 
or for some other reason? 

Capman: It can’t have any but political significance 
because the yield so far as that particular tax is con- 
cerned is well known. It is important politically be- 
cause, in order to take income away from the low income 
group you have got to take it from the other groups 
first. 

Jones: That is political, not economic. 

CapMaAn: As far as this excess supply of money is 
concerned, the proposal is to capture’as much as pos- 
sible of it by taxation. The Federal tax revenues for the 
fiscal year, and the state and local tax revenues to- 
gether, total about $34 billion, if the tax proposals now 
before the Senate are in general accepted. Those $34 
billion will provide less than one-half of the revenue 
needed during the year. Now we cannot get it all by 
taxation. Therefore, what else do we do? 

Jones: You borrow it. Unfortunately you can’t 
finance a war of this magnitude out of past and cur- 
rent savings. It has got to be financed out of created 
money—and there is your inflation dilemma. 

CapMan: Historically the limits of taxation are at the 
point where both production and saving are discour- 
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aged. Hence governments have to borrow. But when 
patriotic appeals and high pressures have been applied, 
the borrowing still falls short of the need. Then modern 
governments resort to the use of bank credit. Jones, 
what is this process and how does it differ from other 
borrowing? 

Jones: There is a great difference between borrowing 
from a commercial bank and borrowing from any other 
type of investor. When the Government is furnished 
by the commercial bank with a million dollars through 
a purchase of government bonds, the Government gets 
the million dollars which has not been taken away from 
anybody and creates a million dollars of purchasing 
power which did not exist before. Unfortunately we 
must finance a very large part of the war out of created 
money of exactly that type. 

Friepricu: A writer calls that “invisible green- 
backs.”’ In other words, bank deposit money is “cre- 
ated” money although in a less visible, tangible form 
than greenbacks. 


Professor Jones explained the differences be- 
tween borrowing from a commercial bank and 
borrowing from other types of investors, in- 
dividual, or corporate insofar as the inflationary 
effect is concerned. Then— 


CapMAN: We have already suggested that there are 
two large elements in prices which are out of control: 
one is wages, and the other is farm prices. We have also 
spoken of the political inexpediency of taxation. We 
can tax the rich, and could take all of the income of 
everybody in America over $5,000 and still add only 
about $6 billion to our tax receipts. Why isn’t the tax 
program, as it is now anticipated, an effective means of 
helping to check inflation? 


. if we were merely 


automatons . . .” 


FRIEDRICH: One difficulty is that taxes are not heavy 
enough to make a large impression upon the inflation 
cycle. Instead of collecting $20 billion, it would be much 
sounder economically to collect at least one-half of the 
total war spendings by taxation. I suggest one-half be- 
cause I haven’t got the nerve to say more. If we were 
merely automatons, without feelings and emotions and 
ideas of what is just and unjust, it would be sound to 
take 100 per cent of the war spendings out of taxation. 
In that case we would not worry about inflation, but we 
would worry about a lot of other things that might be 
worse. The other aspect of the problem is the resistance 
which is going to be put up by various groups to in- 
creasing taxes or those levies, such as the sales tax which 
can really capture some part of their income. The tax 
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program will tax the groups that can do the least politi- 
cal damage; that can punish the legislators the least 
The larger factor we will have to face is that we are not 
only fighting a war, but we are also going through a 
social revolution. The tax program, therefore, will be 
designed only partly from the viewpoint of inflation 
control and partly as an accommodation to political 
and social conflicts. 

CapMAN: The New York Times has an editorial this 
morning in which it said that if Congress does not tax 
fearlessly, and by that it means if it does not lay a tax 
on the great mass of wage earners, inflation will do the 
same thing. The tenor of that editorial is that inflation 
will take the place of the taxation, which Congress is 
now trying to avoid. Atkins, what do you think? 

Arkrns: A 10 per cent sales tax will do no more harm 
than a 10 per cent increase in prices. The trouble with 
the 10 per cent sales tax from the standpoint of the 
Administration is that it would touch the workers and 
the farmers on whose influence it came to power. Never- 
theless it is the increased income and spending of these 
two groups which constitutes the bulk of the inflationary 
threat. I think that it is significant that Mr. Henderson 
now has spoken out so sharply against those groups. 


. @ question 


from the floor .. .” 


STONIER: Will you allow a question from the audi- 
ence? Atkins, a few minutes ago you spoke of the middle 
class. How large is this middle class group that you 
suggest is being liquidated? 

Atkins: In terms of income, I would put it between 
$2,000 and $10,000. The problem as I see it in a period 
of this kind is that you liquidate the virtues which are 
necessary to a going society. The middle class has the 
virtue of thrift and saving; it is the class that has fam- 
ilies; it is the class that believes in home ownership; 
it has property impulses; it doesn’t destroy; it is careful. 
The members of the family—the father and mother— 
are the people who are active in the community. They 
carry on the arts and the social affairs of the community. 
What you do when you liquidate this class is something 
more than simply saying they will have less. You liqui- 
date the qualities of thrift and consideration for the 
future. You liquidate a respect for property and put in 
its place destruction. The middle class has a conception 
of work and a faithfulness to a job—a dollar earned 
and a dollar’s worth of energy delivered. They carry 
along the virtues that are necessary to any sort of 
society. 

STONIER: Those of us who are in the middle class 
know that our incomes are about the same today as 
they were five years ago. Is any attempt being made, in 
this country or elsewhere, to differentiate between the 
person whose income today is about the same as 
against those who have had a tremendous increase? 

(CONTINUED ON PAGE 169) 
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The Coordinator of Defense Trans- 
portation—JOSEPH B. EAST- 
MAN 


Bankers Association has cooperated with the Office 
of Defense Transportation. Not only has our 
suggestion been followed that vacations be spread and 
arranged so as to begin and end in mid-week, but the 
Association has also called off its annual convention. 
Instead of the convention, it is printing in this magazine 
the papers which would have been read at the conven- 
tion, and I find it a pleasure to add one of my own. 
Total war such as we have today brings into action, 
not only the armies and navies, but the productivity 
of entire populations and all the resources that nations 
possess. The one thing that ties all of these activities 
together is transportation. We cannot fight a war with- 
out it, and we cannot fight our best unless transporta- 
tion functions somewhere near 100 per cent in efficiency. 
Our domestic transportation system has come rea- 
sonably close to such a performance ever since the 
beginning of the emergency in 1939. I can say this 
without boasting, since I have had comparatively little 
to do with it, for the Office of Defense Transportation 
was not created until about the first of this vear. 


[ fanters appreciate the way in which the American 


Tue major credit for the excellent performance must go 
to the carriers and their employees and to the shippers 
of the United States, who have cooperated so well with 
the carriers. The railroads did not forget the lessons 
taught them by the last war. This time they were well 
organized and had their plans ready. Those plans are 
based on the proposition that the way to move freight 
is to keep the cars rolling and that the unforgivable sin 
is to allow cars to be loaded which cannot be unloaded 
when they reach their destination, and thus to convert 
them into storage facilities. 

Thus far there has been no breakdown and no serious 
congestion in domestic transportation. It has done 
adequately and well all that it has been called upon to 
do. When our great production programs were first 
started many people entertained the fear that the 
railroads would not be able to do their part. For several 
years, in the face of declining traffic and a great increase 
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Troop trains have the right of way 


in competition from other forms of transportation, the 
railroads had permitted their supply of both cars and 
locomotives to decrease materially. For example, com- 
pared with 1929 when traffic was at a peak, freight cars 
available for service had gone down in number more 
than 30 per cent, and to a lesser degree motive power 
had also decreased. Both cars and locomotives seemed 
old and the impression was widespread that because of 
the years of poverty, road-bed and track had not been 
well maintained. In the past three years, predictions 
have been common that the railroads would not be 
able to stand up under the strain of the rapidly increas- 
ing traffic. Yet in 1941, they set an all-time record of 
ton-miles of freight carried, and because of the more 
rapid circulation and efficient use of freight cars in that 
year, a Car was equal to one and one-third cars. 

This year the general increase in traffic has continued 
and in addition the railroads have been put to an extra 
and a very heavy strain, not only because of the exten- 
sive and continuous movement of troops, but also be- 
cause they have been called upon to carry a great volume 
of freight which formerly moved by water. For a long 
time no ships have operated between our East and West 
coasts through the Panama Canal. The railroads have 


24 


had to take up the entire burden of transcontinental 
traffic at a time when our war with Japan has made it 
exceedingly heavy. In the past, the Eastern Seaboard 
has been supplied with petroleum mostly by tankers 
operating on the ocean from gulf ports. During the 
week of Pearl Harbor, the railroads carried about 
70,000 barrels of oil a day by tank cars to this territory. 
Today the tankers have largely been withdrawn and the 
railroads are carrying not far from 800,000 barrels per 
day, much of it from the remote Southwest. Much of 
the coal moving to New England has in the past come 
from Hampton Roads by collier and barge. The sub- 
marine menace has impaired that method of supply 
and the movement of coal by railroad to New England 
has greatly increased. Many commodities which for- 
merly came into eastern ports by ocean from the Gulf 
and South America are now moving to gulf ports and 
thence by rail to eastern destinations. 

A great deal of this diverted traffic must necessarily 
be hauled long distances. Because of this and the further 
fact that cars are being loaded on the average more 
heavily, ton-miles are increasing at more than double 
the rate of car loadings. The number of car loadings per 
week is no longer an accurate index of railroad perform- 
ance. It understates the facts. 


You may have seen statements to the effect that there 
are large accumulations of overseas freight at ports or 
on the lines leading to ports, thereby creating the im- 
pression that the ports are blocked. This is not the case. 
The ports are in a liquid condition. There are no present 
accumulations of cars at ports which are in any way 
alarming. It is true the considerable overseas freight is in 
storage at the ports and elsewhere. But it is not being 
held to any important extent in freight cars and so it 
is not interfering with the domestic movement of traffic. 

Freight cars must not be used for storage and they 
will not be. Storage depots of large capacity have been 
and are being constructed by the Army; much ground 
storage made available by the railroads is being used; 
the storage and warehousing industry of the country 
has been well organized to give effective aid. You need 
not be alarmed when you see war products in storage. 
It does not mean that our transportation system has 
broken down. From the beginning we knew that it would 
be necessary to store great quantities of war products 
in this country, not only to maintain adequate reserves 
but until deficiencies in shipping could be overcome. 

While the railroads have done a splendid job, they 
would have been in a sorry plight if they had not had 
the help of their erstwhile foes, the trucks and buses. 
The trucks of this country have been carrying at least 
13 per cent as many ton-miles as the railroads (I be- 
lieve this to be an underestimate), and much of it is the 
kind of traffic that is most difficult for the railroads to 
handle economically and efficiently. The buses have 
to a large extent taken the place of local railroad trains, 
and they serve thousands of communities which have 
little or no railroad passenger service. The fact is, also, 
that the railroads themselves are among the largest users 
of trucks and buses. They have woven them closely into 
their rail operations and their efficiency will drop con- 
siderably if they are deprived of the use of such vehicles. 
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Air Travel Priorities 


Travelers having no priority rating can still 
use air transportation as in the past but they are 
being advised to make their reservations as far 
ahead as possible and to choose a flight that is 
normally less crowded than others. The following 
summary of rulings affecting air travel was re- 
cently issued by one air transportation company. 


1. The air priority system has been set up to 
insure the most efficient use of the airlines by 
those whose travel is most important to the war 
effort. The Government—not the airline—grants 
these priorities, which are divided into four classes, 
taking preference in the following order: 


Class 1. White House or other personnel as 
directed by the President, the Secretary of War 
or the Secretary of the Navy. 


Class 2. Pilots of the ferrying commands when 
traveling under orders which specifically direct 
air transportation. 


Class 3. Military personnel or others whose air 
travel is specifically ordered by the military and 
“civilians for whom emergency air travel is essential 
to expedite war production, construction or other 
activities connected with the war program.” 


Class 4. Military equipment, supplies, and mate- 
rial essential to the war which is specifically ordered 
moved by priority air transportation. 


2. Most prime contractors and subcontractors 
now have military or government representatives 


assigned to their plants as inspectors or expeditors. 
These representatives can apply to the Air Prior- 
ities Division of the Army Air Forces for authority 
to issue certificates to all travelers entitled to 
priority in connection with their assignments. 


3. Local officials of the Federal Government may 
also obtain authority to grant air travel priority 
to those traveling for or in the interest of their 
respective departments. 


4. Moreover, about August 1, Regional Air Pri- 
ority Control Offices were established. 

5. All priority certificates are to be presented to 
the airline at the time reservations are made. 


6. So, if you are entitled to priority in air travel, 
you can get it—and you should get it. 


However, the job ahead is bigger and much harder 
than what has gone before. The primary reason for this 
lies in the shortage of critical materials. There is not 
enough rubber, steel, copper, and other materials to go 
around. We must bear in mind that this country is 
engaged in the most gigantic program of production in 
history. It is creating, mechanizing, and arming great 
military forces of its own. It is providing armaments and 
supplies for our allies. It is building great numbers of 
ships which can carry the troops, the armaments, and 
the supplies to the uttermost parts of the earth. It is 
creating great naval and air forces which can protect 
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these ships against submarines. It is building plants for 
the manufacture of synthetic rubber to take the place 
of hundreds of thousands of square miles of rubber 
plantations which are now in the hands of the enemy. 

Passenger service by railroad and bus is now running 
on the average considerably more than 50 per cent 
ahead of last year and the tide continues to rise. To the 
extent that people cease to use their automobiles for 
travel, a new and ever-increasing load will fall on the 
railroad and bus lines. Both are being asked more and 
more to establish shuttle service for the workers in the 
great new war production plants. The supreme demand 
upon them is for the continually increasing movements 
of troops. This must be done promptly and efficiently 
regardless of everything else. Because of these present 
and prospective conditions and to avoid the need for 
drastic and compulsory restrictions, we have asked the 
people to avoid all unnecessary travel. 


Orr gravest transportation problem is with respect 
to our rubber-borne highway vehicles. This country 
uses such vehicles to an extent without parallel any- 
where in the world. We shall suffer severely if we are 
deprived of their use for essential purposes, and the 
largest part of their use is for such purposes. Practically 
no new rubber-borne vehicles are now being constructed 
for civilian use, and nearly all of the sources from which 
we have obtained our supply of crude rubber are in the 
hands of the enemy. 

I cannot take time to discuss this rubber problem at 
length, but let me say this: We are a very ingenious and 
resourceful people. Our research laboratories have been 
working night and day, and I have great hopes for 
the results. But I have seen or heard of nothing which 
leads me to believe that there is any escape from the 
conclusion that if we are to preserve our rubber-borne 
transport for essential purposes, we must for many 
months to come give those vehicles and their tires the 
most jealous and painstaking care, eliminate all wasteful 
use, and cut social and recreational use to the bone. 


‘Tanks, too, get the green light 
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N September 9, 1939, the Canadian people, through 

QO their elected representatives in Parliament, de- 

cided to declare war on Germany and to join in 

the fight against Hitlerism. At that time Canada had 

only 11,000 men in her armed forces, and virtually no 
war industry. 

Today Canada’s active Navy, Army and Air Force 
number nearly 500,000, all of whom have volunteered 
for service anywhere in the world. Many thousands 
more are enlisted for home defense and in reserve units. 

Today more than 40 per cent of Canada’s economic 
energies have been mobilized into wartime activities, 
and war weapons and munitions made in Canada are in 
use by the armed forces of the United Nations in practi- 
cally every theatre of war in the world. 

Supplies from the United States have played a vital 
role in the building of Canada’s war production. In 
addition, Canada and the United States for some time 
past have followed joint programs for the defense of the 
North American continent, for the coordination of war 
production, and the efficient utilization of raw materials. 

The tremendous growth of war activity, and its im- 
pact on the Canadian economy, may be measured by 
the record of dollar outlay for war purposes by the 
Dominion Government, and by the relationship of 
these amounts to Canada’s national income. 


Dissursemenrs of the Government for war and non- 
war purposes in the last pre-war fiscal year, ended 
March 31, 1939, and in each fiscal year thereafter, are 
set out below: 


Year Ending Outlay in Millions of Dollars 
March 31 Total War Non-War 
$ $ $ 
804 235 569 
1942 (Preliminary)....... ; 3,027 2,479 548 
1943 (Budget)............. 3,900 3,330 570 


Total outlay in the current financial year, ending 
March 31, 1943, is nearly seven times the level of outlay 
in the year ended March 31, 1939. Expenditure for war 
alone comprises over 85 per cent of total outlay in the 
current financial year. 

At the outbreak of hostilities, expenditures for de- 
fense purposes were barely 1 per cent of the national 
income. In 1941, the 35 per cent level was passed. And 
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WAR FINANCE IN CANADA 


Chairman of the Dominion of Canada’s 
National War Finance Committee and 
General Manager of the Bank of Mon- 
treal—GEORGE W. SPINNEY 


this year the upward trend continues, the level of 50 
per cent lurking just over the horizon. These figures 
become even more significant when it is realized that 
Canada’s national income this year will probably be 
about 70 per cent greater than 1938, due largely to in- 
creased production and employment. 


Tae magnitude of Canada’s contribution to this war 
is illustrated by the fact that during the war of 1914-18 
war expenditures in any year did not exceed 10 per cent 
of the national income. Further, prospective disburse- 
ments for war in the present fiscal year are equivalent 
to over 85 per cent of the entire national income in the 
year 1938, and to more than the whole national income 
in any of the years 1932 to 1935, inclusive. 

The mobilization of Canada’s resources for war and 
the fight against inflationary developments have re- 
quired tremendous increases in taxation and borrowing, 
as well as the introduction of extensive non-financial 
controls, such as over-all price control, stabilization of 
wages and salaries, priorities, rationing, foreign ex- 
change control, and the direction of manpower under a 
selective service program. Controls of this kind, while 
new to Canada, and involving great administrative 
difficulties, in the main are producing the desired 
results. 

Taxation and borrowing have been the main instru- 
ments of government control over civilian spending since 
the start of the war, although the non-financial controls 
have multiplied and increased in importance with the 
steady growth of pressure on Canada’s resources of 
men, materials, and machines. 

Four budgets have been presented to the Canadian 
House of Commons since the war began, each of which 
has pushed taxation to higher levels. 


The first war budget in September 1939 was rela- 
tively mild in its tax proposals, as idle resources were 
present on a large scale and there was no pressing need 
to discourage civilian spending. Over’the next three 
years production for war surged upward, spendable in- 
come in the hands of the public increased greatly, and 
shortages of resources began to multiply with increas- 
ing rapidity. To meet these developments, the second 
budget in June 1940, the third in April 1941, and the 
fourth in June 1942, imposed extremely heavy tax in- 
creases, all of which were designed primarily to hold 
down the rising tide of civilian spending. 

The proportion of Dominion Government outlay cov- 
ered by taxation in the last pre-war fiscal year ended 
March 31, 1939, and in each fiscal year thereafter, is 
set out in the following table: 
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(Millions of Dollars) Year ending March 31 
(Prelimi- 
nary) 
1939 1940 1941 1942 
$574 $804 $1,680 $3,027 
Taxation receipts. 499 535 857 1,462 
©). Receipts of outlay 87% 66% 51% 48% 
Borrowing needs... . 75 269 823 1,565 


(Budget) 
1943 
$3,900 
2,050 

52% 
1,850 


Item 


Total outlay... 


Taxation in the current fiscal year ending March 31, 
1943, is expected to produce four times the volume of 
income that it did in the last pre-war fiscal year, ended 
March 31, 1939. 

The tremendous expansion in taxation revenue since 
the war began is due to three causes: first, new taxes 
have been introduced; second, the rates of existing 
taxes have been raised and their coverage extended; 
third, the bases of practically all taxes have expanded 
due to increased trade, employment and income. 

While tax increases have fallen most heavily on per- 
sons in the middle and upper income levels, the lower 
income groups, whose aggregate earnings have in- 
creased very substantially as a result of war conditions, 
have been asked for a relatively large contribution. The 
severity of the increases in taxation on personal incomes 
may be seen from the following table which sets out a 
comparison of personal income taxes payable on various 
incomes at pre-war rates and at the new rates estab- 
lished by the budget just brought down on June 23, 
1942. 

Income Tax Payable 


Married Person—No Children 
New Budget 


Single Man 

New Budget 
Income Refund- Refund- 

Level Total able Pre-War Total able 

$ $ $ $ $ $ $ 
700 nil 40 20 nil nil nil 
1,000 nil 172 80 nil nil nil 
1,250 11 267 100 nil 50 25 
1,500 22 367 120 nil 217 108 
2,500 74 826 200 22 651 250 
5,000 265 2,128 400 177 1,878 500 
10,000 940 5,112 800 779 4,762 1,000 
50,000 15,330 35,703 800 14,944 34,553 1,000 
100,000 40,416 81,137 800 39,921 78,987 1,000 
500,000 318,600 473,104 800 317,925 462,954 1,000 


Pre-War 


Usper the new budget, a part of total income taxes is 
refundable to the taxpayer. The above table shows the 
amount of total taxes which is refundable at each income 
level. This refundable portion of total taxes is refund- 
able currently to the extent it is offset by payments in 
1942 on account of life insurance premiums, principal 
payments on a mortgage, and pension fund payments; 
the balance, if any, being refundable to the taxpayer 
after the war with accrued interest at 2 per cent. In 
effect, this refundable feature operates as a minimum 
savings requirement as it equalizes the base from which 
voluntary savings start and assures that everybody, 
in one way or another, saves a reasonable minimum 
amount during the war years without creating hardship 
for those who are obligated to save amounts by way of 
life insurance, mortgage payments, or pension funds. 
In the field of corporate taxation, income taxes on 


corporations in the last pre-war fiscal year ended March: 


31, 1939 produced about $85 millions. In the current 
year it is estimated that income tax on corporations and 


excess profits tax will produce about $770 millions. 
The minimum rate of tax on corporations is now 40 
per cent of profits, and the rate of excess profits tax 
is 100 per cent of which 20 per cent is refundable to the 
corporation after the war. 

Canadians have accepted these tremendous increases 
in taxation willingly with the knowledge that these poli- 
cies, while involving short-run hardships, will produce 
the best results over the longer term. 

In addition to these large tax increases, a substantial 
amount of borrowing has been necessary, and by far 
the greater part of it has come from non-banking 
sources. 

Public borrowing operations since the start of the war 
have consisted of four large bond issues which produced 
$2,075 millions of new money, net sales of War Savings 
Certificates amounting to over $150 millions up to July 
1942, and net sales of non-interest-bearing certificates 
amounting to over $9 millions up to the present time. 


Facu of these four public bond issues was successfully 
oversubscribed. The Victory Loan operations in June 
1941 and in February 1942 established new record highs 
in the dollar amount of bonds sold. 

Further, in total number of subscribers, the Victory 
Loan of February 1942 exceeded any other public bond 
issue in the history of the Dominion. The average: one 
out of every seven people in Canada was a subscriber 
to this loan. 

The date of each of these issues, the amount of bonds 
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sold, new money and conversion, and the number of 
subscribers, are set out below: 


(Millions of Dollars) 


Number of 

Date of Issue Total New Money Conversion Subscribers 
$ $ $ 

January 1940....... 250 200 50 178,000 

September 1940... .. 325 300 25 151,000 

June 1941...... 837 730 107 968,000 

February 1942...... 997 845 152 1,681,000 


The first two bond issues sold in January and Septem- 
ber 1940 were distributed in much the same manner as 
pre-war government loans, individual investment deal- 
ers and others being free to compete for subscriptions. 

In the period following September 1940, Canada’s war 
effort experienced sharp expansion and the trend of 
events indicated clearly that governmental expendi- 
ture for war, and governmental borrowing needs, would 
continue to increase for some time to come. 


Unver these circumstances, it became obvious that 
the Canadian people would have to greatly increase 
their savings and that an organization sufficiently large 
to canvass every potential purchaser of government 
securities would have to be established for future gov- 
ernmental borrowing operations. 

The third loan, or First Victory Loan, in June 1941, 
marked the change-over from the competitive to the 
cooperative method of selling government bonds to the 
public. The organization which was created to distrib- 
ute this issue involved the cooperative efforts of some 
18,600 persons throughout Canada, including about 
1,900 persons from the ranks of Canadian investment 
dealers and brokers. In general, the organizational work 
and the canvass of large corporate and individual in- 
vestors was carried out by persons recruited from the 
staffs of investment dealers and brokers, with the gen- 
eral canvass work being done by the other members of 
the organization. 

Early in 1942, the Dominion Government established 
the National War Finance Committee. This new com- 


mittee took over the functions of the committee which 
had directed the 1941 Victory Loan and the committee 
which had been entrusted with the task of promoting the 
sale of War Savings Certificates and Stamps since their 
introduction in May 1940. The National War Finance 
Committee, staffed largely by persons who had previ- 
ously been associated with the Victory Loan Com- 
mittee and the War Savings Committee, now has the 
responsibility of promoting maximum voluntary sav- 
ings by all classes of Canadians, and of channeling 
these savings to government use through the sale of 
government securities. 


Tae first big borrowing operation conducted by the 
National War Finance Committee was the Second Vic- 
tory Loan in February 1942. 

At the present time, the National War Finance Com- 
mittee is engaged in establishing an organization in each 
province throughout Canada which will undertake the 
sale of government securities to the public throughout 
the entire year, this continuous effort to be supple- 
mented, from time to time, by large scale borrowing 
operations comparable to the First and Second Victory 
Loans. 

From this brief review, it is obvious that war service 
and war production are now Canada’s biggest and most 
important jobs. Industry has undergone a revolutionary 
change and expansion. The armed forces are steadily 
growing in strength, nearly 15 per cent of Canada’s 
adult male population now being in the armed forces. 
Rates of taxation and public borrowing operations have 
expanded to unprecedented levels. Direct controls of 
many kinds have been imposed on the Canadian econ- 
omy. Civilian wartime living standards are headed 
downwards. 

In cooperation with the other United Nations, Cana- 
dians are grimly resolved to make every sacrifice and to 
bear whatever burdens may be necessary to win this all- 
out struggle for survival. 


Virtually all of Canada’s war 
production factories are on a 
24-hour basis. These work- 
men are grinding 75mm shell 
cases 
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BANKERS IN THE WAR 


First Vice-president of the 


pany, St. Louis- 


American 
Bankers Association and president, Mer- 
cantile-Commerce Bank and Trust Com- 


-W.L. HEMINGWAY 


peace restored, we will again have an economic and political system 


these times each of us wonders what he can do 

to help the war effort and most of us feel, I am 
sure, that there is little one individual can do. We are 
bewildered by the magnitude of the struggle, but it 
would be wrong to assume that our individual efforts 
will contribute so little that they will be futile. It is only 
by the aggregate actions of us all that we can win. 


QO first objective is to win the war, and yet, in 


Treasury Finance 


As bankers, there is much we can do. Enormous 
amounts of money are needed to conduct the war suc- 
cessfully, and it is the job of the banks to supply a large 
part of that money. In fact, it is by the banks or through 
the banks that it all must ultimately come. 

We must support the Treasury in distributing the 
bonds offered to the public. The banks enjoy a very 
proud record of having sold 80 per cent of all the De- 
fense Bonds that have been issued. We must do no less 
a job in the sale of War Bonds—in fact, we must multi- 
ply our efforts. Also we must assist in placing Treasury 
long-term bonds with insurance companies, estates and 
others for whom investments of this kind are best 
suited. But when both of these sources have been ex- 
hausted the Treasury can only look to the banks for the 
balance—and we shall not be found wanting. The war 
must be financed and the banks will do it: by the pur- 
chase of bills, certificates of indebtedness, notes, and 
short-term bonds, such as are suitable for bank invest- 
ment. So when offerings are made it behooves each 
bank to take its fair share, for by so doing the burden 
will not fall too heavily on any. This does not mean 
that each bank should freeze its position. On the con- 
trary it is expected that a free market will afford oppor- 
tunities to banks to go in and out of the market as their 
peculiar needs may require. But except under such 
conditions each bank should feel that it is doing its 
patriotic duty when it carries its fair share of govern- 
ment obligations in its portfolio. 


Wear Production Credit 


IN the next place we must see that money is available 
for contractors and suppliers who are furnishing the 
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much needed munitions of war. Again we can feel pride 
in the record made by our banks in helping expedite the 
war program. The American Bankers Association makes 
a spot survey of these figures quarterly through 500 
banks in the country. In June, 423 of these banks had 
outstanding war loans and commitments totaling 
$4,179,000,000. This represented an increase of 1,159 
million over the preceding quarter. There have been 
a few border line cases where the assets of the applicants 
were not sufficient to justify bank loans, and the desired 
articles were thus slower in coming to the assembly 
lines. Now due to Executive Order No. 9112 of March 
26, the Army, Navy and the Maritime Commission are 
empowered to guarantee the repayment of such loans. I 
recommend that each banker make as many of these 
loans as he can, because the more we can make the less 
will be the strain on the Treasury to find the funds for 
them through the sale of bonds. 


Agricultural Credit 

In the next place the banks must help the farmer 
where he needs credit so that our agricultural program 
will have a generous support because the task of the 
farmer is enormous due to our undertaking to send food 
to our Allies as well as to supply our own troops and 
civilian population. 

It is part of our task to lend financial aid and 
advice to those not directly concerned in war contracts 
so that there shall be as little disruption as possible on 
the home front. Therefore, the banks should encourage 
as much as possible the carrying on of business as 
usual by that segment of our clients. 


Public Service 

But there is another great objective to which we 
should turn our attention and that is the reduction in 
the cost of government apart from the war effort. No 
expense will be spared to win the war; but aside from 
that we who are the custodians of the people’s money 
and their advisers in so many ways should take the lead 
in pointing out to them the absolute necessity for the 
drastic reduction in non-war expenditures. Much can 

(CONTINUED ON PAGE 157) 
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ONE SOLDIER T0 ANOTHER............... 


1. “I used to read the bank ads in the 
paper,” said the soldier. “All about 
Defense Bonds—then War Bonds 


4. “What happened? I was drafted 
so quickly I had a compound frac- 
ture of my financial membrane 


7. “Get me straight. I realize bank- 
ers have other things to do than 
worry about payments on my car 


10. “Well,” said the other soldier, 
“look at my case” 
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2. “But I never saw a bank ad tell- 
ing a soldier that he was welcome to 
information or help 


5. “In those days they didn’t give 
a guy much chance to ‘wind up’ his 
affairs 


8. “My only beef is I wasn’t en- 
couraged to ask for advice at any 
bank 


FOR SALE 
INQUIRE 
AT BANK 


11. “I sold my house; answered a 
bank ad about collections. No worries 


3. “Take me, for example, I didn’t 
have a fortune but I did have some 
cash and a few investments 


6. “As a result, I had notes to be 
collected, others to be paid, and 
numerous obligations to be settled 


9. “Everything’s ironed out now, 
including the stripes on my sleeve, 
but I was in a money mess at first” 


12. “The money is deposited in a 
savings account. I get it as needed 
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TELLER 


13. “I transferred my checking ac- 14. “While I was in the bank a vice- 15. “When I asked him what to do 


count to the town nearest camp president struck up a conversation with the money I had, he-sold me 
War Bonds. Best buy I ever made 


16. “When I left home the only 7.“Here in camp, then, are those 18. “And here in camp are those 
money I had to worry about was whose minds are free from financial whose minds are distracted from the 
that good old payday money serious task of preparing for combat 


19, “Remember, Selective 20. “And remember the 21. “So here’s a message: 22. “A thing as simple as 
Service is digging deeper volunteers—patriotism Every chance you get, buying bonds may not en- 
and deeper into that group knows no class counsel a soldier. A check- ter the mind of the pros- 
of men with financial obli- ing account is complicated pective doughboy 

gations to many boys 


23. “Take nothing for granted. 24. “Tell them everything they need 25. “You'll be rewarded—you’ll get 
Don’t let them leave their problems to know—make suggestions—help a certain feeling—” 
with Sister Jenny or Uncle John them in every way you can 
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THE WASHINGTON 


Second Vice-president, 
American Bankers 
Association, Presi- 
dent, Bank of Harts- 
ville (S. C.), store 
manager, publisher 
and enthusiastic 
farmer—A. L. M. 
WIGGINS 


ITHIN the space prescribed here, I can discuss 
\ only three of the more important current issues 
in Washington affecting banking. 

Of far-reaching importance to chartered banking is 
the question of the value of banking services to the 
national economy, particularly in the war effort. To 
what extent are banking services essential? Can the pro- 
ductive effort of this country be employed effectively in 
the prosecution of the war without the financial services 
of the chartered banking system? My answer is that 
such services are essential to the national life in peace- 
time and are indispensable in wartime. The disconcert- 
ing fact is that many people do not appreciate nor 
properly evaluate the services rendered by banks. Under 
the urgent necessity of the war effort, production has 
become the god of our destiny and all else is considered 
relatively unimportant. The public fails to realize that 
maximum productive effort requires the continuing 
invigorating flow of financial life blood. 


Tre part being played by chartered banking in the war 
effort has raised to new heights the value and impor- 
tance of the services of banking. Our task as bankers is 
to continue to multiply the value of these services and at 
the same time, to see to it that the public and that the 
Government recognize the importance and value of the 
services rendered. 

Banking was an early volunteer in the war effort. It 
promptly recognized the national need for a whole- 
hearted, all-out effort. Prior to Pearl Harbor, the bank- 
ing system mobilized its resources and promptly made 
available far in advance of actual needs ample credits for 
agricultural and industrial production. Early this year, 
when the program of industrial production was vastly 
increased, bankers recognized a possible bottle-neck of 
credit for multiplying war facilities and promptly co- 
operated in a program which re- 
sulted in a presidential order that 
brought about Regulation V cred- 
its through the Federal Reserve 
System. According to Chairman 
Nelson of the WPB, banks handled 
$450,000,000 of Regulation V loans 
in the first four months after they 
were authorized. Several times 
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this amount of loans have been made by banks for war 
production purposes in the regular way and without the 
guarantees of Regulation V. 

In financing government itself, chartered banking has 
written a proud page in the history of banking and of the 
war effort. Banks have over-subscribed every issue of 
bonds available to them and now hold nearly 25 billions 
of dollars of government securities. They are geared to 
take on an additional 25 billions of dollars or more that 
will be needed by government from the banks within the 
next 12 months. 

It is no secret that the service of the banks has been 
the most important factor in the sales of “Defense and 
War Savings Bonds. Full-time services of many thou- 
sands of employees of banks are being donated by the 
banks in the sale of these bonds and they are responsible 
for 85 per cent of the sales to the public. Furthermore, 
bankers are now organizing a vast Victory Bond selling 
campaign. 


In addition to these essential war efforts, chartered 
banking is meeting increased demands for checking, 
deposit and transfer services both for civilian needs and 
war purposes. In spite of heavy losses of personnel, 
banks are training thousands of new workers to carry on 
efficiently these enlarged war banking services. Trust 
departments of banks are literally overwhelmed with 
demands for services on the part of members of the 
armed forces. There is real comfort and satisfaction to 
the soldier or sailor who is on the move to distant and 
foreign parts to leave his affairs in charge of competent 
and experienced trust officers. 

It is refreshing and heartening to bankers to have re- 
peated acknowledgments on the part of such high 
governmental officials as the Secretary of the Treasury 
of the notable and whole-hearted efforts of banking to 
serve the Government in its war needs. Particularly 
gratifying is the expression of President Roosevelt in a 
letter to the president of the American Bankers Asso- 
ciation in which he describes one of the war services of 
banks as “indispensable.” 

I think that as bankers we have been too modest in 
telling the public just how important banking operations 
are in the prosecution of the war effort. It is not that we 
want any particular credit for a patriotic endeavor, but 
we do want the public to realize the value to the war 

program of the job we are doing. 
There are practical reasons for 
this: One is that banking wants 
full public support of its efforts. 
Such support is the best guarantee 
of the future of chartered banking 
in America. In the second place, 
we want government to recognize 
(CONTINUED ON PAGE 158) 
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RECORD, 


Time to decide how you are 
going to protect your records 


HE protection of financial records during 
these critical times is of vital importance 
to every bank... and Recordak can protect your 
irreplaceable records. 

First, Recordak’s “film files” are one-piece, 
photographically accurate and complete du- 
plicates of the original records—nothing can 
be added, altered, or taken away without in- 
stant detection. 

And Recordak files are compact. “Com- 
pressed” on tiny rolls of safety film, your files 
take up less than 2% of the space required for 
the originals...may be feasibly stored in 
your own yaults or, on a reciprocal basis, in 
the vaults of a distant bank. 

Then, should your original files be dam- 


RECORDAK 


BANKING 


aged—or destroyed—facsimiles can be re- 
produced photographically from the un- 
harmed duplicate film record. 

Recordak is fast, too. Records are simply 
fed into the Recordak ... and it photographs 
them automatically on continuous rolls of film 
—100 checks, for example, can be recorded, 
photographically, in less than a minute. 

And Recordak does this timely, important 
“extra” job with the same efficiency that pro- 
duces substantial savings—up to 331'1,;% in 
labor...40% in machine expenses...and 
50% in stationery—in its regular banking 
work. Recordak Corporation, Subsidiary of 
Eastman Kodak Company, 350 Madison Av- 
enue, New York, N. Y. 
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A WARTIME INVESTMENT POLICY 


ment grow, holdings of govern- 
ment obligations by the banks 
are bound to increase. It has been esti- 
mated that during the present fiscal 
year the banks may be called upon to 
absorb between 25 and 30 billion dollars 
of newly issued governments. The bank- 
ing institutions throughout the country 
must therefore adopt an investment 
policy coordinated to the present needs 
of the Government. 

Such a policy divides itself into two 
parts, both aiming at the same objec- 
tive. The one deals with the purchase 
of new securities to be offered by the 
Government, while the other concerns 
itself with the management of the 
present portfolio. 


\ HE financial needs of the Govern- 
/ 


Tr: broad investment policy of a 
bank should be based on the following 
principles: (1) safety, (2) liquidity to 
meet possible withdrawals of deposits, 
and (3) maintainance of satisfactory 
earnings. 

Safety: United States Government 
obligations are the safest securities avail- 
able in the country. The holders of these 
obligations are certain that they will be 
paid promptly, principal and interest 
when due. The only risk attached to 
government securities is that they are 
subject to fluctuation. The longer the 
maturity of an obligation, the greater is 
the risk of price fluctuation. In this re- 
spect, however. certain factors should 
be considered; namely, (1) that during 
the war, and for some time thereafter, 
the money market will be entirely dom- 
inated by the needs of the Treasury and 
that the monetary authorities have the 
power to keep money rates at any level 
they may desire; (2) a repetition in the 
government bond market of what hap- 
pened during 1920 when the Liberty 
Bonds witnessed a sharp decline is not 
to be expected, and (3) a repetition of 
the decline in government bond prices, 
as occurred during the banking panic, 
under present conditions, is impossible. 
Hence, while it cannot be denied that 
the risk of price fluctuation does exist 
in long-term government bonds, these 
fluctuations can and probably will be 
on only a moderate scale. 

Liquidity: The increase in the hold- 
ings of government securities by the 
banks will be accompanied by a cor- 
responding rise in the volume of de- 
posits. A general decrease in deposits 
can be caused by a wholesale reduction 
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economist of the Central Hanover Bank 
and Trust Company, New York City 
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in loans, a sharp increase in the volume 
of currency, and the liquidation of a 
largeamount of securities held by banks. 
None of these developments on any 
considerable scale is to be expected. A 
reduction in the volume of deposits can 
also take place if the refunding opera- 
tions, carried out by the Government 
after the war, are intended to transfer 
obligations held by the banks to ulti- 
mate investors. If this is not done, and 
it is doubtful whether it can be accom- 
plished on a large scale, then the volume 
of deposits is bound to remain large for 
a considerable period. There is, how- 
ever, a possibility that some sections of 
the country may lose deposits after the 
war. Banks located in communities 
which have greatly benefited from the 
war effort will find their deposits in- 
creasing at a more rapid pace than oth- 
ers located in sections not favorably 
affected by the war. Part of these 
deposits may be lost to other sections 
after the war, when the national econ- 
omy assumes a more normal character. 


SIMILARLY, the sharp increase in in- 
come of the farmers will cause a ma- 
terial increase in deposits in certain 
farm communities, since during the 
war they will not be able to purchase 
durable consumer goods as well as farm 
equipment to the same extent as before. 
After the war when these commodities 
again become available their acquisi- 


tion by the farmers is bound to lead to 
an outflow of deposits. 

An institution which maintains a por- 
tion of its assets in liquid form, i.e., in 
short-term government obligations, will 
be in a position to meet this outflow 
of deposits without being forced to sell 
medium- or longer-term government ob- 
ligations which are subject to price 
fluctuations. 


Forruermore, since the increase in 
the volume of deposits will not be ac- 
companied by a corresponding increase 
in capital, surplus and undivided prof- 
its, it is clear that the ratio of capital 
accounts to deposits, which is already 
lower than before, will decrease rapidly. 
The capital of a bank is intended as a 
cushion against potential losses on its 
earning assets. Since short-term govern- 
ment obligations carry no risk whatso- 
ever, no cushion is necessary against 
them. Hence, the smaller the ratio of 
the capital accounts of an institution 
to deposits the greater will be the in- 
centive on the part of the banks to keep 
part of their earning assets in liquid 
form. 

Maintenance of earnings: The earn- 
ings of the banks will be derived more 
and more from investments since the 
volume of loans, particularly of the 
smaller institutions, may decrease. Loans 
made for the purpose of financing dur- 
able consumer goods may disappear 
entirely within a reasonably short pe- 
riod of time. It is also likely that loans 
made for the purpose of enabling mer- 
chants to carry consumer goods inven- 
tories will be reduced as the volume of 
inventories is gradually curtailed. 


SINcE the earnings of the banks will 
depend more and more on investments, 
their investment policy should be so 
formulated as to. assure the individual 
institutions sufficient earnings not merely 
to meet overhead expenditures and to 
pay dividends but also to accumulate a 
moderate amount of surplus. Since the 
Government is offering short-term as 
well as medium-term obligations, banks 
are in a position to adopt an investment 
policy which would assure them the 
greatest degree of safety combined with 
a fair degree of liquidity, as well as 
moderate earnings. 

It is impossible to lay down any hard 
and fast rule which would suit the in- 
vestment needs of all institutions, since 
each bank is confronted with different 
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problems which it must solve in the 
manner best suited to its own needs. 
But in the main, the investment policy 
of an individual bank should be based 
on the following considerations: 

(1) Composition of the deposits, i-e., 
time deposits versus demand deposits. 
Furthermore, a bank must also take 
into consideration what proportion of 
its deposits is vulnerable and subject to 
immediate withdrawal. The swing in 
deposits, i.e., the amount of deposits 
that an individual bank may lose within 
a relatively short period of time also 
must be taken into consideration. 

(2) Composition of the existing as- 
sets must be carefully analyzed before 
a definite investment policy can be 
adopted. It is obvious that the invest- 
ment policy of a bank whose assets 
consist to a considerable extent of mort- 
gages and other long-term commitments 
will be different from that of a bank 
whose assets are composed primarily of 
self-liquidating commercial loans and 
of short- and medium-term government 
bonds. 

(3) Ratio of capital to total earning 
assets will also play an important role 
in determining the investment policy of 
a bank. An institution whose ratio is 
small naturally will be hesitant to ac- 
quire assets subject to risk or wide 
fluctuations. On the other hand, an in- 
stitution whose capital resources are 
large in proportion to its earning assets 
is in a better position to acquire longer- 
term government securities subject to 
price fluctuations. 


FortHermore, the investment policies 
of a bank will also in part be deter- 
mined by its size and location, since the 


investment problem of an institution 
located in the money market center 
differs materially from that of an insti- 
tution located in a small rural com- 
munity. For the purpose of the present 
study, the investment policies of banks 
may be divided into the traditional 
classifications; namely, central reserve 
banks, reserve city banks, and others. 

The investment problems of the in- 
stitutions in the different categories be- 
come apparent from an analysis of the 
composition of their deposits, as may 
be seen from the table below. 


Whereas time deposits of the central 
reserve city member banks represent 
less than 6 per cent of their total de- 
posits, they aggregate 21 per cent in 
the case of reserve city member banks, 
and almost 36 per cent in the case of 
country banks. Since interest is being 
paid on time deposits and the rate as a 
rule is higher in the reserve and country 
districts than in central reserve cities, 
it is evident that the investments of the 
reserve city, and particularly of the 
country, banks must carry a higher re- 


Composition of Deposits of All Member Banks 
April 4, 1942 


All mem- Central Reserve Country 
ber banks reserve city mem- member 
city mem- ber banks banks 
ber banks 
Total deposits 61,012,603 21,519,704 22,240,056 17,252,843 
Demand deposits . 48,925,916 20,283,018 17,541,379 11,101,519 
Per cent of total. : 80.2 94.3 78.9 64.3 
Time deposits......... 12,086,687 1,236,686 4,698,677 6,151,324 
Per cent of total... 19.8 21.1 
Ratio of Capital Accounts To Total Deposits 
All mem- Central Reserve Country 
ber banks reserve city mem- _ member 
city mem- ber banks banks 
ber banks 
Total deposits. . 61,012,603 21,519,704 22,240,056 17,252,843 
Total capital accounts............. 5,929,558 1,943,813 1,980,953 2,004,792 
Per cent of total........ Sees 9.7 9.0 8.9 11.6 
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turn. The central reserve city banks 
must also take into consideration the 
fact that they are bankers’ banks and 
that, therefore, their daily swing in de- 
posits percentagewise is bound to be 
greater than that of banks located in 
smaller localities. Central reserve cities, 
therefore, have endeavored to hold a 
considerable proportion of their total 
government securities in shorter-term 
obligations. In fact, at the end of De- 
cember 1941, of the total government 
holdings of New York City member 
banks, including direct and indirect ob- 
ligations, 50 per cent consisted of bonds, 
22 per cent of notes, and 4 per cent of 
bills. On the other hand, of the total 
direct and guaranteed obligations held 
by the country banks, 67 per cent con- 
sisted of bonds. The banks in the cen- 
tral reserve cities will continue the same 
policy. 

The problems that confront reserve 
city banks are approximately the same 
as those confronting the banks located 
in the large financial centers. However, 
since their volume of time deposits is 
larger and since their deposits are not 
subject to the same swings, they are in 
a position to buy a larger amount of 
medium-term obligations. 


Bors types of institutions should en- 
deavor to diversify their government 
holdings with maturities of one to ten 
years. The banks in the central reserve 
cities will lay more emphasis on the 
shorter maturities while those in the 
reserve cities can absorb a larger amount 
of longer maturities. In each case the 
percentage of longer or shorter maturi- 
ties will depend on the position of the 
individual institution and on the amount 
of earnings desired by the management. 

The country banks of necessity will 
buy a larger percentage of longer-term 
maturities. Based on the type of securi- 
ties outstanding now, these institutions 
would be well advised to diversify their 
maturities from one to twelve years with 
a return ranging from three-eighths of | 

(CONTINUED ON PAGE 38) 
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This current Chase advertisement publi- 
cizes a timely commercial banking service. 


A NEW WAY TO SIMPLIFY 
WAR CONTRACT FINANCING 


The Domestic 
Letter of Credit 


IF the unusual, pressing conditions of today are such that your company is transacting business with 
concerns which may be little known to you, you can save time, speed your war production and elimi- 
nate many troublesome credit problems by using Domestic Letters of Credit. 

Those in the import and export trade know how vital the Commercial Letter of Credit is to the 
conduct of their business; its use as a domestic instrument is less understood. But this method of 
arranging for payment between buyer and seller has specific advantages to both parties when days 
and even hours are so important. You eliminate protracted, and often repeated, credit investigations. 
Transactions may be quickly consummated. Payment is made promptly by the bank when the seller 


delivers the required documents with the Letter of Credit. And, to qualified concerns, a Domestic 
Letter of Credit offers other 


ADVANTAGES 


To the Buyer 


— You obtain immediate consideration from possible 
suppliers because they are assured of prompt payment. 


— You can often buy advantageously because purchases 
are made on a cash basis. 


— You have all the advantages of buying for cash with- 
out reducing your bank balance until delivery is made. 


— Using a Domestic Letter of Credit is simple and the 
cost is moderate. 


To the Seller 


— You may request that buyers obtain a Domestic Letter 
of Credit and eliminate much checking and investigating. 


— A confirmed bank Letter of Credit protects you 
against cancellation of an order. 


— You have financial security, as possession of the 
buyer’s Letter of Credit assures prompt payment. 


— You strengthen your financial position with your 
bank if you possess a Letter of Credit prior to delivery of, 
and payment for, your product. 


ESTABLISHED concerns are cordially invited to find out how a Domestic Letter of Credit can 
contribute importantly to simplifying and speeding their business operations. Sound, credit-worthy 
enterprises in the New York Metropolitan area may inquire directly of the Chase; out-of-town firms 
through Chase correspondent banks in their communities. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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INVESTMENT POLICY 


(CONTINUED FROM PAGE 36) 


per cent to 214 per cent. This statement 
does not imply that institutions should 
not hold longer maturities. However, 
since the difference in yield between a 
12-year maturity and a 25-year matur- 
ity is relatively small it is doubtful 
whether banks would reach out for the 
longer maturities. Furthermore, thus 
far the Treasury has offered to the banks 
medium-term obligations and has relied 
on insurance companies and savings 
banks to absorb the obligations with a 
maturity of over 12 years. 

The amount to be invested in each 
maturity will depend on the type of 
deposits of an individual bank and upon 
the composition of its assets. Institu- 
tions operating with time deposits and 
whose assets consist only to a small ex- 
tent of mortgages may invest a larger 
proportion in longer term obligations. 
A carefully thought through policy of 
maturity distribution offers a high de- 
gree of liquidity combined with safety 
and satisfactory earnings. 

The shorter maturities can be con- 
verted into cash without any loss and 
thus afford a high degree of liquidity. 
The longer maturities while subject to 
moderate fluctuations offer a satisfac- 
tory return. 


The war period should be utilized by 
the banks to put their assets in as strong 
a position as possible. A sound portfolio 
is always advisable but has never been 
so necessary as at present when the 
future is so uncertain and when the 
ratio of capital accounts to earning 
assets is decreasing at a rapid rate. Asa 
rule banks should invest only in high- 
grade obligations. 

In this connection the question often 
arises as to whether they should buy 
AAA corporate bonds or government 
obligations. As a general rule one may 
state that the best AAA corporates 
should yield at least one-half of 1 per 
cent more than government bonds with 
a comparable maturity. There is no 
credit risk attached to the latter, they 
are eligible for discount at the Reserve 
banks (at present at par) and thus can 
readily be converted into cash. Further- 
more, as is well known, the government 
bond market in periods of stress is sup- 
ported by the Federal Reserve authori- 
ties whose open market operations have 
been in part directed toward keeping 
government securities orderly. 

Medium-grade bonds should never 
have a place in a bank’s portfolio. It 
would, however, be inadvisable to liqui- 


date them entirely without analysis. 
Medium-grade obligations of. those 
corporations whose credit position has 
improved as a result of the war and 
whose outlook for the future is satis- 
factory should be kept for now. 
Banks hold considerable amounts of 
mortgages as well as real estate. Real 
estate obviously is not a satisfactory 
bank asset and should be liquidated as 
fast as is possible. As regards mort- 
gages, the increased national income 
should be utilized by the financial in- 
stitutions to accelerate the amortiza- 
tion. Such a measure, on the one hand, 
strengthens the mortgage and, on the 
other, reduces purchasing power, thus 
counteracting the forces of inflation. 
FHA mortgages in moderate amounts. 
properly serviced, are satisfactory in- 
vestments for banks, particularly those 
operating with savings deposits. 


Bays also could during the present 
period readjust their government hold- 
ings to obtain the desired maturity dis- 
tribution. Before deciding on a definite 
investment policy the management of 
each bank should ask itself the question: 
‘In what position should my institution 
be when the war is over?” A bank will 
find itself in a very favorable position 
after the war if its earning assets are 
composed of sound loans, government 
securities well distributed as to ma- 
turity, other high-grade obligations to 
which there is very little or no credit 
risk attached. The smaller institutions, 
particularly those which have time de- 
posits, may add a well selected list of 
mortgages properly amortized and FHA 
mortgages. An institution which adopts 
its policy along these lines will be in a 
position not merely to meet any emer- 
gency that may arise in the future but 
will be in a position to finance the 
legitimate needs of its customers. 


SOME PICTURES OF THE YEAR 
|. PEARL HARBOR— the Arizona is 


sunk by a Japanese bomb, December 7 


WIDE WORLD 


Although every effort is being made 
to finance the deficit of the Government 
through the sale of War Bonds to ulti- 
mate investors, the banks will be called 
upon to absorb a huge amount of goy- 
ernment securities. The existing excess 
reserve balances and those that will 
be created by the Reserve authorities 
through open market operations or 
through the lowering of the reserve 
requirements, will enable the banks to 
meet all the needs of the Treasury at 
about the prevailing rates of interest. 
Government securities are the safest 
assets a bank can acquire, and the only 
risk attached to them is that they are 
subject to fluctuations. These are bound 
to be only moderate in character, how- 
ever, during the war and for a considera- 
ble period after. 

The acquisition of government securi- 
ties by the banks should follow a definite 
policy based on a careful study of the 
composition of the assets and liabilities 
of each institution. A sound investment 
policy requires that a bank be able to 
meet the withdrawal of a certain amount 
of its deposits without being forced to 
sell medium—or long-term obligations. 
This can be achieved by spreading the 
maturities over a period of several years. 


The increase in investments will be 
accompanied by a corresponding rise in 
deposits and by a reduction in the ratio 
of capital accounts to earning assets. 
The smaller this ratio is, the greater is 
the necessity to improve the quality of 
the existing assets. A bank should never 
sacrifice quality for a high return and 
those assets considered unsuitable for 
bank investments should be gradually 
liquidated. The sale of such assets, bonds 
as well as real estate, to ultimate in- 
vestors is now more desirable than ever, 
because in addition to strengthening 
the banks it leads to a reduction in 
deposits. 

The war will bring in its wake great 
economic and social changes. It has al- 
ready increased the productive capacity 
of the country, stimulated the produc- 
tion of new materials and caused great 
dislocations in industry and trade. A 
strong banking system is a prerequisite 
to a sound national economy. The assets 
of the banks are already sounder than 
perhaps ever before, and are constantly 
being improved. This will enable them 
not merely to meet any emergency that 
may arise but also to assist in the con- 
version of our industries to peacetime 
production after the war and to finance 
the huge volume of production and con 
sumption of civilian goods that we may 
rightfully expect to take place, once 
law and order prevail in the world. 
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INFLATION IMPACT 
ON BANKING 


President of The First National Bank, 
Cape Girardeau, Missouri, and past 
president, Missouri Bankers Association 


able of entering into a profound 

discussion of the causes of inflation. 
[ am interested in considering only the 
impact of inflation on banking. 

At the present time our economic 
stability is threatened by the inflation 
brought about by the acceleration of 
our industrial machine in preparation 
first for defense and now for carrying 
on the war. Inflation is no longer just a 
threat, it is a reality. Many do not 
realize the extent to which it 
already progressed. 

Most of us who are managing banks 
today were in the banking business 
during the first World War and can 
remember how prices of farm products 
increased steadily and continuously 
until corn was selling at $2 per bushel; 
wheat at $3; hogs at 18 cents per pound 
and prime steers at 20 cents. As a 
consequence of these high prices, the 
prices paid for farm land almost dou- 
bled during the World War period. Most 
of us can also remember that in the 
short space of 10 months from August 
1920 to June 1921 prices of farm com- 
modities tumbled precipitately. The 
price of hogs and cattle fell to four cents 
per pound in this brief period. Everyone 
remembers the effect of this deflation 
period on banks in agricultural states. 
From 1921 to 1927 more than half of 


the banks in agricultural states had 
closed. 


[ is not my intention, nor am I cap- 


has 


Many are now asking the question 
whether the stage is being set for a 
repetition of what happened during 
and following World War I. Will land 
prices again respond to the spectacular 
rise that is taking place in the price of 
farm commodities? 

It may be possible to minimize in- 
flation if drastic enough steps are taken 
in time. But regardless of all the safe- 
guards that are thrown around us, we 
must still expect inflation to a lesser or 
greater extent, followed by deflation. 

Certainly there is no better way to 
forestall inflation than through taxation 
and a wide distribution of War Savings 
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Bonds. If it were possible to divert all 
the extra income that will be made 
available because of the war program 
into taxes, and into investment in gov- 
ernment securities, inflation could be 
greatly minimized. In other words, the 
profits arising from our war effort 
would go a long way toward financing 
the cost of the war itself if all who re- 
ceive an increase in income because of 
the war, whether employer or employee, 
applied all this increase to paying for 
the war. 


I KNOW of no business that suffers 
more from inflation than does banking. 
Or rather I should say from the period 
of deflation which inevitably follows 
inflation. It is the greatest danger that 
banking has to contend with. This is 
true for the reason that banks lend 
against values—values measured in 
terms of prices. The danger lies in that 
we bankers forget that prices which 
exist today will not exist a year from 
now. We are too prone to accept exist- 
ing conditions as permanent. We bank- 
ers have been notoriously poor econ- 
omists. Most of us are not students of 
economics and know little of the history 
of prices. Too many of us have gone 
into the banking business for some 
other reason than because we were 
men of foresight, good judgment, and 
vision. 

Shall we cease making loans because 
we are in a period of high price levels? 
The answer is “ No.” We must continue 
to do business in order to make enough 
profits to pay at least our operating 
expenses. But we can raise our margin 
requirements. If we loaned up to three- 
fourths the value of cattle when prime 
steers were selling at eight cents per 
pound, we can perhaps loan one-half or 
less of their present price. 

What part can we as bankers play 
in preventing, or at least in minimiz- 
ing, inflation? 


(1) First of all, we can avoid making 
loans that tend toward inflation. 
(2) We can discourage our customers 


— C. D. HARRIS 


from making wild and unnecessary 
investments, such as mortgaging 
the home farm to buy the farm ad- 
joining it, as was done during the 
first World War, only to lose both. 
In making loans, we can keep in 
mind how each individual loan will 
be affected when deflation sets in. 
If we make each individual loan 
on a sound basis, we need not 
worry about the aggregate. 

Take advantage of present favor- 
able conditions to eliminate unde- 
sirable loans and other undesirable 
assets. 

Pursue a conservative policy in 
paying dividends, to the end that 
we may build up reserves suffi- 
ciently large to meet the evil days 
that are sure to fall upon us. 
Banks should endeavor to place 
themselves in such sound condition 
that they will not need to call upon 
government agencies for help. 


L- banks will observe these practices, 
there is ample reason for believing that 
the banks of this country will be able 
to take the next deflation period in 
much better stride than they did the 
last two major depressions. Banks have 
never been in better condition. The 
fact that we are being so thoroughly 
educated to the dangers of inflation may 
go a long way toward minimizing it. 

Best of all, most banks today are 
under capable management. 
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Executive Vice-president, The Com- 
mercial National Bank, Little Rock, 
Arkansas—W. A. MCDONNELL 


Ar FIRST thought it would seem that 
the most cheerful statement that can 
be made on this subject is that bank 
earnings are better—better than next 
year. With commercial loans declining, 
with the number of restrictions and 
regulations and required reports mount- 
ing, with the personnel problem becom- 
ing daily more acute, with the invest- 
ment market rapidly becoming simply a 
government bond market, and, finally, 
with taxes and other fixed costs rising, 
we are in for some rough sledding from 
an earnings standpoint. In fact, it would 
appear that for the duration of the war 
banking is caught between rising costs 
and declining income, and that there is 
nothing we can do about it. 

The way out is the obvious one: in- 
crease income or reduce expenses. It 
can’t be done? As a matter of fact many 
resourceful bankers are doing that very 
thing right now. 

First, the income side. To begin with, 
there is no need to worry about those 
conditions over which we have no con- 
trol. Interest rates, for instance, are 
low; they are going to remain low for 
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THE EARNINGS 
OUTLOOK 


A Chance for Resourceiulness 


the duration and there is nothing we 
can do about it. The volume of ordinary 
commercial loans is declining and will 
continue to decline if the Government’s 
program of controlling prices continues 
effective. We would not change that 
trend if we could, because no sensible 
banker wants runaway inflation. 


Ix the field of war production loans, 
however, the situation is different and 
presents an opportunity for earnings to 
bankers in many localities. The Govern- 
ment is anxious that commercial bank- 
ing finance as much of such production 
as it will, and by Regulation V it has 
made it possible for banks to have the 
risk shared where circumstances war- 
rant. Many banks are replacing dwin- 
dling commercial loans with war pro- 
duction loans, thus protecting their 
earnings and contributing directly to 
the war effort. Unfortunately, however, 
such loans are not available to thou- 
sands of small banks, and although 
some may be overlooking the oppor- 
tunity of creating loans by assisting 
customers owning small plant facilities 
in obtaining war production work, the 
fact remains that many are in areas 
where no such opportunities exist. What 
about their outlook for earnings? 


Or course, there are government 
bonds, and it looks like there will be 
plenty to go around. The medium ma- 
turity issues being offered are designed 
especially for commercial banks, and, 
aside from the consideration of aiding 
the war effort, most banks are in a posi- 
tion to invest heavily in them without 
undue risk. The fact remains, neverthe- 
less, that for the average sized bank 
2 per cent taxable income is’a rather 
meager diet. 

The extension of credit, however, 
does not constitute the sole function of 
commercial banking. More and more 
under the existing war economy com- 
mercial banks are becoming service in- 


stitutions. Service charges now being 
applied by most banks .were based on 
earning rates and cost factors which no 
longer exist. Obviously they should be 
changed to conform to new conditions. 
Working through the medium of the 
clearinghouse, either city or regional, 
every bank should immediately revise 
upward its service charges. In doing so, 
the methods of computation should be 
streamlined as much as possible so as to 
alleviate the personnel problem. There 
should be no reluctance to do this, since 
it has the official blessing of no less a 
governmental authority than Marriner 
S. Eccles. 

And let us not overlook the possibili- 
ties in the field of trusts presented by 
present conditions. All forms of taxes 
pertaining to the individual, especially 
Federal estate, gift, and income taxes, 
are not only going up but are also be- 
coming more complex. Never before has 
intelligent estate planning been so im- 
perative for persons with wealth. Never 
before has the corporate fiduciary had 
such an opportunity for real service. 


Now, how about the expense side of 
the earnings problem? The biggest item 
of expense, of course, is salaries, and 
there isn’t much we can do about it. 
Reductions in salary scales at this time 
are unwise because of the competition 
for personnel by war industries and 
governmental agencies, and unfair to 
employees because of the rising cost of 
living. As the volume of certain phases 
of our business declines, however, less 
personnel is required to handle it, and 
there is an opportunity for saving by 
shifting of personnel to other depart- 
ments to fill gaps caused by the drain 
of enlistments and selective service. 
The greatest opportunity for reduc- 
ing expenses, however, lies in the field 
of operations. Bankers as a class are 
prone to continue to do things in the 
traditional way. Now is the time for us 
to review carefully and critically every 
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operation. Simply because a thing has 
always been done in a certain way is no 
proof that that method is the best and is 
the one we can afford to employ now. 
The scope of this article does not per- 
mit much more than generalities. The 
thought to keep in mind is that there 
has always been a great amount of in- 
efficiency in commercial banking caused 
by peak loads. Anything that will 
spread or shorten the peaks will reduce 
expenses. The staggering of monthly 
statements and the returning of N. G. 
checks (especially those under $500) the 
following morning, are examples. Inci- 
dentally, the American Bankers Asso- 
ciation Bank Management Commission 
manual, “Simplified Banking Forms and 
Procedure,” is replete with operating 
suggestions which save time and money. 
Old-fashioned thrift and frugality 
have at long last regained prestige and 
dignity again. The theory of spending 
yourself into prosperity is no longer the 
cry of the hour. Bankers are no longer 
expected to do things “high, wide, and 


New 


Vice-president and Cashier, American 
Trust Company, San Francisco —E. V. 


KRICK 


Li simple equation, gross income — 
(expenses + losses) = net earnings, in- 
corporates probably the major problem 
confronting banking today. An ac- 
celerating squeeze is taking place—in- 
come is declining and expenses are 
increasing. An all-out war effort on top 
of a changing social and economic order 
adds to complexity of the situation. 
Free men in the war effort are prov- 
ing their superiority. Institutions in a 
republic such as ours must continue to 
prove their worth. The problem facing 
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handsome.” We can be frugal, and we 
will be applauded rather than derided 
for it. 

Banking is made up largely of a 
multitude of little things. Enough little 
economies such as careful use of post- 
age, stationery, supplies and utilities, 
will add to a big savings. Frugality is 
no longer just a pious concept; it has 
become an economic wartime necessity. 


Anorner expense item which might 
well be reviewed is interest on time 
deposits. This thought needs no ampli- 
fication. 

To sum up: We are at war and we 
can’t expect business as usual. The 
impact of this war on commercial bank- 
ing will be great; a lot of traditions are 
going out of the window. Earnings are 
going to decline unless we meet our 
problems with resourcefulness. For 
those banks, however, which keep flexi- 
ble to changing conditions and alert 
for new ideas and methods, the outlook 
for earnings is not so bad, after all. 


EARNINGS 


Traditionally, bankers have prided 
themselves most on deposit volume. 
While this is a perfectly human 
tendency, it would seem that under 
present conditions the emphasis might 
well be placed elsewhere. Certainly 
the cost of obtaining deposits should 
be decreased at a time when addi- 
tional deposits cannot be usefully 
employed and only add to the bill for 
deposit insurance. Banking publica- 
tions are constantly presenting the 
relative standing of banks as to size. 
There has yet to appear a rating list 
of those banks which are doing the 
best job for their stockholders. The 
true criterion of bank management 
is not deposit volume, but the per- 
centage of net return on invested 
capital. Furthermore, helping to win 
the war is not necessarily incon- 
sistent with earning dividends. 


Income Opportunities 


banking is more than just attempting 
to maintain a safe earning position. It 
is to do that and also to give the coun- 
try the best possible type of banking 
facilities. A successful war effort rests 
upon a stable civilian economy. The 
challenge appears in giving the maxi- 
mum aid to the war effort, in servicing 
the banking needs of additional mil- 
lions of people who have now come into 
the realm of needing banking service 
and yet earn enough to assure stability. 


The main part of bank income is 
“interest income.” Reports of the Fed- 
eral Deposit Insurance Corporation 
indicate that for the insured banks of 
the country, in 1939 $2.24 was earned 
on each $100 of deposits; in 1940 $2 
was earned; and a recent press release 
indicates that in 1941 $1.96 was earned. 
Loan volume will show no growth and 
may even decline during the next year. 
Undoubtedly deposits will increase ma- 
terially; short-term interest rates may 
stiffen. Even the employment of these 
increased deposits in short-term invest- 
ments will not be apt to offset declining 
interest income. In 1939 for each $100 
of deposits the margin between interest 
income and current operating expense 
was 18 cents; in 1940 this spread was 
reduced to 13 cents. Taking all these 
factors into consideration the banks of 
the country are therefore faced with 


this problem of declining income and 
increasing expenses. The solution (and 
there must be one) lies not in one par- 
ticular activity but in several, some of 
which are: 


1. Reducing interest rates paid. 
2. Cutting operating costs by 
a. Curtailing service which if es- 
sential is not thinkable; 
b. Simplifying operating methods. 
3. Applying charges for service which 
will reimburse costs to the bank and 
provide a reasonable profit. 
4. Provide new types of service at 
proper charges. 


Repvcine interest paid is a problem 
by itself. The amount of interest paid 
should rest upon the ability to make a 
profit from the use of such funds. While 
there is a certain responsibility on the 
part of banks to provide banking facili- 
ties for the small depositor, yet the 
larger depositors should not be penal- 
ized unduly because of this. Involved 
also in this question is that of the 
character of funds offered for deposit 
subject to interest. It is hardly con- 
sistent to offer 4 of 1 per cent or % of 
1 per cent for time open accounts on six 
months’ notice, and then turn around 
and pay 1 per cent or 1% per cent on 
savings deposits which may only be 
(CONTINUED ON PAGE 43) 
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demands Industrial Teamwork 


To attain our shipbuilding goal, Industrial 
Teamwork must be carried to a point un- 
dreamed of in days of peace. Steel plate and 
structural shapes alone will not create the 
ocean carriers on which so much of the 
world’s hope depends; the cooperation of all 
men in all yards is essential to bring produc- 
tion to its highest, record-shattering tempo. 

Yet even this is not enough. Industrial Team- 
work must be carried ouiside the yards—to 
the other industries which supply the builders 
with their stuff of industrial life Both in 
and outside the shipbuilding areas, Insurance 
contributes to and unifies Industrial Teamwork. 


Insurance Aids Industrial Teamwork 


Virtually every part of a gigantic shipbuilding program 
benefits from Insurance planning. Scientific surveys mini- 
mize hazards to plant and facilities. When disasters do 
occur, insurance dollars become available, permitting early 
resumption of production otherwise frequently impossible. 


THE HOME « 


NEW YORK 


FIRE © AUTOMOBILE MARINE INSURANCE 


BANKING 


ships aday 
ten 
—— int 
bat 
d ice 
28 
27 j ly 
26 28 me 
tur 
j we pre 
<i / a 
20 An 
mo 
VW \' lini 
li y il il +4 Ch: 
3 ‘0 1g y vai 
Kee * * 
42 Sey 


New Income Opportunities 


(CONTINUED FROM PAGE 41) 


temporary. Undoubtedly the rate-of- 
interest-paid problem is one which each 
bank, or the banks in each community, 
must determine. 

Cutting operating cost by curtailing 
banking service where it is definitely 
aiding the promotion of the war effort 
or is necessary in the operation of our 
economy is unthinkable. Yet, in these 
times of sacrifice for the general good 
there may be ways of restricting service 
which would in no way interfere with 
these major objectives. In the larger 
banks a review, especially of all non- 
operating departments and of free serv- 
ice departments such as public lounge 
rooms, information departments, and 
even janitor work, is quite apt to bring 
results. In the smaller banks the op- 
portunity for such savings is more 
remote. 


Is the simplification of operating 
methods there appears a real oppor- 
tunity. One difficulty, however, is that 
precedent is a great impediment to 
progress. An open-minded approach to 
all banking procedure should be made. 
An effective way is to assign one or 
more individuals to the job of stream- 
lining operations. The quickest and 
most satisfactory results can be ob- 
tained where such people have no 
responsibilities, other than the particu- 
lar task assigned to them. Here are some 
of the things that are being tried: (1) 
Change time and reduce the number of 


Assistant Vice-president, The First Na- 
tional Bank, Chicago—HERBERT J. 
PROCH NOW 


WALINGER 
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clearinghouse exchanges; (2) defer the 
exchange of reclamations; (3) eliminate 
the use of deposit tickets and with- 
drawal receipts for savings accounts; 
(4) eliminate in some cases the use of 
passbooks; (5) direct active savings 
accounts into commercial accounts; 
(6) promote banking by mail; (7) level 
peak loads; (8) stagger pay days of 
payroll accounts; (9) influence larger 
depositors to deposit in the morning 
instead of in the afternoon; (10) close 
off individual commercial statements a 
few days before the end of the month; 
and (11) reassign responsibility to stim- 
ulate more direct decisions. 


The application of charges for service 
rendered offers possibly the greatest 
field for increasing income. A primary 
fundamental in this regard is “know 
your costs.” Cost accounting in banking 
today is no longer something that may 
be toyed with; it is a necessity. Banks 
owe it to their stockholders and to the 
public to be reasonably accurate in 
their cost figures. While many banks 
apply charges with allowance for rea- 
sonable profits, many of them are seem- 
ingly quite content to accept reimburse- 
ment of costs only. The American 
Bankers Association and various state 
associations have done an excellent 
piece of work in providing recom- 
mendations for many types of service 
charges. It remains, however, for each 
bank to study its own operations and 


en Fundamentals 


Tovay we live in one of those intense 
hours of history in which the world 
seems impatient to crowd the changes 
of a century into a decade. Vast and 
confusing as were the pressing problems 
of the 1930’s, one may suspect that the 
decade beginning with 1940 will present 
bankers with responsibilities of even 
greater magnitude. 

One thing is certain, the direction 
of our thinking now must be dictated by 
two primary objectives: first, how can 
bankers assist in the winning of a war 
that seems destined to change so sig- 
nificantly every nation in the world; 
and, second, how can bankers operate 
their institutions so that when the war 
is over the banks may take a major part 
in reconstructing our economy? A con- 
sideration of these objectives indicates 


EARNINGS 


affix charges that are justifiable. A re- 
view of loss business and of non-pro- 
ductive service in all banks will furnish 
ample opportunity for the promotion 
of this activity. Banks generally have 
been very slow to revise upward their 
schedule of charges. As a matter of fact 
many banks today are predicating their 
service charges on cost figures that were 
obtained 10 or 15 years ago. 


Pernars the rental of safe deposit 
boxes and storage space offers as good 
an illustration as any where there has 
been no particular revision upward of 
charges. A review of deposit facilities, 
rental charges, and frequency of access 
offers one of many opportunities. 

Banking requirements of the public 
have changed in the last two decades. 
Living standards have improved, habits 
of people are different, transportation 
facilities have brought communities 
closer together. All in all, habits and 
customs are changing rapidly. New 
types of banking service are needed 
and in some communities are being sup- 
plied. Illustrations are to be found in 
the bank money order, the registered 
check, the selling of check books, the 
enlargement of storage facilities to pro- 
vide for records and daily access, new 
types of accounts. As new types of 
service are installed, cost estimates 
should be made. 

Other lines are adjusting themselves 
to changing conditions—assuredly some 
part of the mantle of American ingenu- 
ity rests upon the bankers. 


that there are at least 10 practical 
fundamentals to be observed in war- 
time: 


1. Maintain a flexible and competent 
staff of employees 


The longer the duration of the war, 
the greater will be the loss of trained 
personnel to the armed forces. Every 
employee should be trained in one or 
more jobs in addition to his own. In 
other words, every position should be 
covered by two or more employees. 


2. Increase operating efficiency 

With a fairly long war and a pro- 
gressively greater shortage in persons 
available for employment, it is evident 
that operating efficiency must be in- 
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creased. The inability to employ ade- 
quate personnel may necessitate each 
employee taking over more work. This 
can be accomplished by greater effi- 
ciency on present jobs. 


3. Analyze costs and services to main- 
tain profitable operation 


In 1931, over 58 per cent of the gross 
earnings of our national banks (which 
may be considered typical of all banks) 
represented earnings from loans and 
discounts; in 1941, the figure was re- 
duced to 48.7 per cent. In 1931, 24.5 
per cent of the gross earnings came from 
securities; in 1941, 32 per cent. In the 
same period, interest rates were steadily 
declining, the average yield on United 
States Government obligations decreas- 
ing approximately 33 per cent. In that 
decade, also, service charges on deposit 
accounts increased from 1.6 per cent of 
the gross earnings to 4.8 per cent. The 
latter percentage is small, but every 
additional 1 per cent of such income in 
relation to the capital stock is very 
important. 


Some banks now show as high as 10 
to 20 per cent of their gross earnings in 
service charges. These charges are a 
necessity in the sound operation of 
banks whose local loans decreased 
greatly in the last decade. Moreover, in 
many communities today substantially 
increased farm and industrial income is 
resulting in the retirement of loans. 
Bankers may thus find it necessary to 
reéxamine their service charges, includ- 
ing those for handling checking and 
savings accounts, issuing drafts and 
cashier’s checks, collecting all types of 
items, making telegraphic payments of 
money, safekeeping securities, stopping 
payments, returning items, paying over- 
drafts, and rendering other services for 
which banks may fairly ask reimburse- 
ment. The booklet of the American 
Bankers Association on the 100 per cent 
or complete analysis plan for checking 
accounts is recommended. 


4. Conserve earnings and build up 
reserves 


To the extent that earnings permit, 
wisdom dictates the building of strong 
internal reserves. A period of great 
world economic change and transition 
carries with it the possibility of some 
unanticipated losses. 


5. Strengthen customer relationships 


The war finally will end, and the 
banker who has strengthened his rela- 
tionships with his customers and as- 
sisted them constructively in handling 
their present difficult war problems is 
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certain to be in an advantageous posi- 
tion later. There are, for example, agri- 
cultural sections today in which it is 
said government agencies have over 90 
per cent of the non-real estate agricul- 
tural loans. Some of these loans are, 
of course, not bankable. However, in 
some sections, bankers who aggressively 
worked with farmers to develop local 
agricultural conditions have maintained 
their loan positions relatively well and 
have reduced government competition. 


6. Urge the public to save 


In some instances, bankers have been 
short sighted in recent years in not 
urging the building of savings accounts 
by the public. The inability to obtain 
adequate earnings on these accounts has 
been the customary reason given for 
this attitude. Actually, however, the 
failure to promote savings more ag- 
gressively would seem to reflect a lack 
of understanding of the significant role 
of savings in banking and in the eco- 
nomic progress of a nation. 

There is no means by which a people 
can escape the necessity for thrift. It is 
through the medium of saving that a 
nation creates the instruments of capi- 
tal, such as machinery, hydroelectric 
plants and factories. Economic progress 
and thrift are as inseparable as liberty 
and democracy in the United States. 

There are approximately 47 million 
savings accounts. It is through these 
savings accounts that many banks have 
their principal financial relationships 
with the people in their communities. 
A public responsibility of such vast 
proportions is one which needs constant 
cultivation and encouragement, for here 
in no small sense the hopes and fortunes 
of multiplied thousands of men and 
women have been placed in the banker’s 
care. 


No. 2. -CORREGIDOR. A view from 


the famous fortress looking toward 


Bataan Peninsula. Here the American 
troops made their famous stand against 
the Japanese 
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7. Work cooperatively through the Amer- 
ican Bankers Association and state 
associations to improve o perating 
procedures 


By exchanging experiences with other 
banks, inefficiencies can be eliminated 
and weak points in operating procedures 
can be improved. By mutual coopera- 
tion more uniform cost accounting sys- 
tems can be developed so that banks in 
various sized classifications can measure 
their operating efficiency. In some 
states, such as Ohio, the bankers asso- 
ciations have made commendable stud- 
ies in this field. 


8. Examine all financial and economic 
proposals in the light of experience 
and fact 

The rapid and far-reaching readjust- 
ments which accompany war and post- 
war periods invariably bring conilicting 
proposals for changes in our financial 
and economic systems. Confronted by 
these proposals, it is not sufficient sim- 
ply to insist on a dogmatic adherence 
to what may be antiquated doctrines. 
Nor, on the other hand, can a banker 
blindly acquiesce in obviously unsound 
theories and experiments. There is al- 
ways a sound middle ground between 
rank reaction and rank radicalism. From 
the breadth of his financial relationships 
with all kinds of industry and business, 
and from the wide variety of economic 
problems which confront him, the 
banker is in a position to bring balanced 
judgment and clear thinking to each 
new proposal. 


9. Promote the sale of government securi- 
ties to the public 


For reasons with which every banker 
is thoroughly familiar, it is imperative 
that he lend full support to all activi- 
ties which assist in the sale to the public 
of United States Government obliga- 
tions for the financing of the war. Thus, 
he will help to assure a sound financial 
structure now and in the future. 


10. Use every opportunity to present to 
the public the proper functions of 
our banking system in the nation’s 
life 

To the extent that men and women 
understand the operation of our bank- 
ing system, it will have widespread 
public support and will be free from 
those vexatious problems which would 
be disadvantageous to its sound and 
proper functioning. More than ever, in 
the years to come, the processes of 
banking and business will be assessed 
and evaluated in terms of public 
service. 
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War of Survival 


This is a war of survival ... to win it, 
the entire Nation is closing ranks behind the war effort. 
Industry is winning the fight against time by all-out speed 
in converting production to war demands. The banks are 
keeping pace... gearing their services to the war-time 


requirements of Government and of industry. 
Credit in ample volume at low cost aids industry in 


quickly adjusting operations to current needs. Production 


loans to contractors and sub-contractors, made in conjunc- 


tion with the Government, expedite maximum output. 


Individually, and through cooperative effort, the banks 
are constantly adapting their services to meet unprece- 
dented demands... doing their utmost to help speed the 


total war effort. 


This Bank joins the other banks of the Nation in pledg- 
ing cooperation to the Government and to industry in the 


rimary job of fighting this war to victory. 


BANKERS TRUST COMPANY 


NEW YORK 


Member of Federal Deposit Insurance Corporation 
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President, Security Savings & Commer- 
cial Bank, Washington—F. G. ADDI- 
SON 


BILL to amend the Soldiers’ and 

Sailors’ Civil Relief Act (H.R. 
7164) has passed the House and at the 
time this is written awaits action by 
the Senate. 

With the present and future needs of 
expanding our military forces and with 
the draft act now making all male resi- 
dents between the ages of 20 and 45 
liable for military service, it is necessary 
to realize that possibly one out of every 
six men within this age group may be 
inducted into the military services and 
thereby be entitled to the benefits of the 
present act and to such amendments as 
may be hereafter enacted. 

In giving consideration to the making 
of mortgage loans, or the extending of 
an existing mortgage, this law, of neces- 
sity, must be taken into consideration, 
because, no foreclosure of a person’s 
mortgage can be had, during the con- 
tinuance of this law, without taking the 
steps provided in Section 200, which 
requires that an affidavit be filed in 
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CREDIT PROBLEMS 
IN WARTIME 


Credit for Service Men 


court that the defendant is not in the 
military service, etc. If in the military 
service, Section 302 gives the court the 
power to stay, postpone or suspend 
action during the mortgagor’s military 
service, and Section 301 gives the same 
consideration to contracts of purchase 
or lease for either personal or real prop- 
erty. Where owner is stayed from action 
because tenant has been granted relief, 
he too can ask similar relief from his 
mortgagee. 


lL is to be noted that the benefits of 
these sections do not apply to contracts 
made after the mortgagor has entered 
military service. In the proposed amend- 
ments the benefits may be claimed by 
application to a court by a dependent 
of one in the military service (Section 
306). There is no definition, however, 
of a dependent contained in the bill. 

In making mortgage loans on busi- 
ness or other property it is necessary to 
give consideration to Section 304 (1 and 
2), which provides that leases executed 
prior to entering military service may 
be terminated in approximately 30 days 
by notice in writing to lessor, and the 
lessor shall refund any advance rent, 
even though the lessor has a long lease 
and had built a specially designed build- 
ing for lessee, and had, as a considera- 
tion precedent, required advance rent as 
a warranty. The right is given, however, 
to the lessor to apply to an appropriate 
court for such modification of the above 
as in the opinion of the court justice and 
equity may require under the circum- 
stances. 

It is interesting to note that by Sec- 
tion 206 the proposed amendments 
undertake to reduce interest on any 
obligation of one in the military service, 
created prior to entry into such service, 
to 6 per cent, and it would seem that 
even if the obligor was willing and able 


to pay, the obligee should first ascertain 
from a court if in the court’s opinion the 
obligee’s ability to pay is materially 
affected by such service. 


Mosr sections of this act are directed 
toward staying the enforcement of any 
contract affected by one’s military 
service; however, the above section un- 
dertakes to change a legal contract and 
not merely to stay an action to en- 
force. 

When the present law was enacted, 
October 17, 1940, it was realized that 
it might retard necessary credit for 
those not expecting to enter military 
service and, therefore, Section 302 (1) 
expressly provided that none of the 
benefits should apply to obligations 
originating subsequent to date of ap- 
proval of the law. 

The proposed amendments to this 
section, however, would bring such 
obligations within the act and their 
enforcement could be stayed, etc., not- 
withstanding the above provision of the 
present law. 


No sale, foreclosure, etc., for non- 
payment of any sum, whether under a 
power of sale or under a judgment en- 
tered upon warrant of attorney to con- 
fess judgment shall be valid except 
upon an order previously granted by 
the court, except by Section 107 it is 
provided that by a written agreement 
after one’s entry into military service 
consent to such sale, etc., may be given 
and acted upon. 

It is permitted by Section 103 (4) to 
have comakers, guarantors, or sureties 
waive the benefits of these amendments; 
provided, after the enactment of the 
1942 amendments such waiver is exe- 
cuted by an instrument separate from 
the obligation in respect of which it 
applies. 
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Loans for Soldiers and Sailors 


HE Soldiers’ and Sailors’ Civil Relief 

Act of 1940 presented many prob- 
lems to bankers, particularly with re- 
spect to consumer credit loans. How- 
ever, the lending policy could still 
accommodate borrowers in the draft 
ages since the benefits of the act were 
not available in their entirety if the loan 
obligation was dated subsequent to the 
date of the relief act. Furthermore, there 
was some feeling that comakers could 
be currently held liable if the maker was 
inducted into service. Automobile fi- 
nancing and automobile loans could be 
continued without too much hazard 
since the collateral could be repossessed 
without court order if less than 50 per 
cent of the purchase price was paid 
when the borrower entered military 
service. Banks were most affected by 
reason of their holdings in outstanding 
consumer credit paper at the date of 
the act in 1940. Nothing could be done 
with these loans dated before October 
25, 1940 if the makers entered military 
service before the loans were paid in 
full. These loans are now almost entirely 
paid and apparently few serious losses 
have resulted, probably because most 
inductees were either ignorant of the 
benefits of the act or were willing to 
work out some settlement with the 
bank. 

The amendments to the Soldiers’ and 
Sailors’ Civil Relief Act in the hands of 
Congress, as this is written, will not 
permit bankers to treat this problem 
as outlined above. These amendments 
provide: 

1. The benefits of the act are avail- 
able to all who enter military service, 
irrespective of the date of the loan or 
of the date of entry, thereby wiping 
out the dividing date of October 25, 
1940. 

2. Comakers, sureties, guarantors or 
endorsers are entitled to the same bene- 
fits as are applicable to the principal. 
Provision is made, however, for co- 
makers to waive the benefits by an 
expressed waiver in writing, represented 
by an instrument separate from the ob- 
ligation itself. This waiver, however 
valuable on future loans, will not be 
available in connection with loans now 
on the ledgers of the bank. 

3. Automobiles and other property 
held in connection with instalment 
leases or sales contracts cannot be 
repossessed except by court order re- 
gardless of the degree of liquidation. 
Appraisal by three court-appointed 
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Assistant Vice-president, The Pennsyl- 
vania Company, Philadelphia - 


WILLIAM F. KELLY 


appraisers is necessary before the re- 
possessed property can be sold. 

4. The Army, Navy, Marine Corps 
and other branches of the service are 
required to inform inductees of their 
rights under the act. This will make it 
difficult for banks to arrange com- 
promises and settlements that are, in 
most instances, of benefit to the in- 
ductees as well. 

Most banks have not as yet been hit 
hard with induction of their borrowers 
but it is a fond hope that looks for a 
continuance of the good experience. 
We are being told, frequently, of the 
growing need for a 10 million man Army 
which will require, in time, some mar- 
ried men and, certainly older men than 
is now the average. The amendments 
and the act itself tell a story to the 
banks’ lending officers that need not be 
expanded upon in this article. We can- 
not be faced with a large number of 
frozen loans that must be charged off or 
reserved for, knowing that the collateral 
is rapidly depreciating in use or disuse, 
and that comakers are difficult to col- 
lect from even though they might be 
legally responsible for the obligations. 

Generally it would seem that banks 
should avoid extending personal loans 
or purchasing instalment contracts if it 
appears that the borrower, in the light 
of available information on draft selec- 
tions, is likely to be inducted into serv- 
ice before the loan or contract is paid in 
full. On this theory, banks now would 
not handle applications from single men 
between the ages of 20 and 45. The 


greatest of caution should be used in 
treating applications from married men 
between the ages of 20 and 45 if they 
have no dependent children. From a 
long-range standpoint some thought 
should be given to the risk involved in 
loaning to married men with dependent 
children if they are not employed di- 
rectly in war industries. 


Fo.rowie a policy of this kind means, 
of course, that business will be done on a 
greatly reduced volume thereby in- 
creasing costs and decreasing profits. 
More serious is the danger of loss of 
goodwill that is occasioned by wholesale 
rejections after that goodwill has been 
built up at considerable expense over a 
period of years. Banks have no alterna- 
tive but to take this risk since they do 
not, in all cases, possess the information 
needed to make the proper selection 
without resorting to sheer guesswork. 
Credit will be shut off from many people 
who will never serve in the Army or 
Navy, but the banks’ position can and 
should be carefully explained to their 
applicants. The Civil Relief Act is con- 
sidered vital to the morale of the men 
in our armed forces and, if its generali- 
ties prevent the free flow of bank credit, 
the general public and the banks accept 
the loss in the interests of a coordinated 
war effort. 
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No. 3—OVERALLS. Women workers 
no longer limit their activities to office 
jobs; they’re working in arsenals and 
factories. These girls are installing 
equipment in mobile machine trucks 


INTERNATIONAL NEWS 
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““1 know human nature 


.. there’s no dishonesty 


in my organization!“ 


Many an employer has paid dearly for this type of 
Overconfidence. Embezzlement usually strikes from 
unexpected quarters, and employee dishonesty insurance 
is the only dependable guarantee against loss. 
Today, in these times of stress, let our agent or 
your own broker make a complete survey to 


make sure your protection is odequate 


BE SURE—INSURE! 


Home Offices: New York 
FIDELITY ° SURETY * CASUALTY 


BANKING 


PANY 
“AMERICAN SURED 
| NEW YORK 
48 


The Life Insurance Guaranty 


Vice-president of the Genesee Valley 
Trust Company, Rochester, New York 
—ROBERT C. TAIT 


a bank’s lending policy 
\\/ should be toward borrowers who 
may soon become eligible for the 
protection granted to holders of life 
insurance policies under Article IV of 
The Soldiers’ and Sailors’ Civil Relief 
Act of 1940, is impossible to determine 
as this issue of BANKING goes to press, 
because at the time of writing two quite 
different amendments of Article IV 
of the original Act of 1940 have been 
passed by the Senate and House re- 
spectively in H.R. 7164, and the matter 
is now in joint committee conference. 


Tae Senate amendment to Article IV 
provides that an insured who is in the 
military services may apply to the 
Veterans Administration for protection 
on his life insurance policies up to the 
face amount of $5,000, during the course 
of his military service, providing the 
cash surrender value has at least suffi- 
cient equity to cover the payment of 
one annual premium as guaranteed 
under the article. If the benefits of the 
article are granted by the Veterans Ad- 
ministration, the insurance companies 
are notified of the approval of applica- 
tion and are directed to charge premi- 
ums during the course of the insured’s 
military service against the policy, 
with interest at the company’s going 
tate for such policies. Companies may 
not lapse or surrender policies so pro- 
tected during the course of the insured’s 
military service or for one year after 
termination of active duty. The Gov- 
ernment guarantees payment to the 
insurance company of any deficiency 
that may exist between the net avails 
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of the policy and the indebtedness 
charged against it at the end of the 
period, and this amount becomes a 
debt of the insured to the United States. 

The House amendment is quite differ- 
ent. In the first place, it adds a new 
section, 305 (1), to the Civil Relief Act 
of 1940, which is not a part of Article 
IV, and which applies to all life insur- 
ance policies on the lives of insured who 
are in the military services, during the 
course of service and one year there- 
after, regardless of whether application 
is made for the special protection of 
Article IV; and this section refers spe- 
cifically to policies assigned as collateral 
security for indebtedness. Sec. 305 (1) 
reads as follows: 

“Where any life insurance policy 
on the life of a person in military serv- 
ice has been assigned prior to such 
person’s period of military service to 
secure the payment of any obligation 
of such person, no assignee of such 
policy shall, during the period of 
military service of the insured or 
within one year thereafter, except 
upon the consent in writing of the in- 
sured made during such period or 
when the premiums thereon are due and 
unpaid or upon the death of the insured, 
exercise any right or option by virtue 
of such assignment unless upon leave 
of court granted upon an application 
made therefor by such assignee. The 
court may thereupon refuse to grant 
such leave unless in the opinion of the 
court the ability of the obligor to 
comply with the terms of the obliga- 
tion is not materially affected by 
reason of his military service. For the 
purpose of this subsection premiums 
which are guaranteed under the pro- 
visions of Article IV of this Act shall 
not be deemed to be due and unpaid.” 
(Italics are author’s.) 


Tus banks may not exercise any right 
or option which they may be empowered 
to do by reason of their assignment, 
except with the consent of the insured, 
or when premiums are in default, or on 
death of the insured. No provision is 
made in these exceptions for paid-up 
policies that have no premiums due 
and therefore cannot be in default of 
premium payments, nor for policies 
that may mature during the course of 
service and have no further premiums 
due, nor for default in interest pay- 
ments, maturity of time notes, etc. If no 
equity remained in such policies, there 


is no provision for action on the part of 
banks, or insurance companies for that 
matter, as collateral assignees. This, of 
course, would seriously affect banks 
throughout the country, as well as the 
insurance companies themselves, which 
have small paid-up policies running out 
every day because of depleted equity. 

Also there is no provision for policies 
collaterally assigned to banks that have 
automatic premium clauses in force 
prior to assignment. These clauses are 
frequently allowed to stand in force at 
the time of assignment to a bank, for 
the insured’s and the bank’s protection. 
Under Sec. 305 (1) if the insured failed 
to pay a premium the insurance com- 
pany would pay it and charge it against 
the policy as a premium loan, underly- 
ing the lien of the bank’s assignment. 
The bank could do nothing to protect 
itself because in such cases premiums 
would not technically be in default. 


The equity of the policy on which the 
bank holds a lien would be depleted 
by the charging up of premiums and in- 
terest under the bank’s lien. Banks all 
over the country would appeal to court 
for relief; in fact, bank examiners, 
Federal, state and FDIC, would in- 
sist that banks appeal to court in order 
to protect their collateral. Other in- 
sureds who did not happen to have 
automatic premium loan clauses in 
force prior to assignment might with 
considerable justice claim discrimina- 
tion against them, because if their pre- 
miums become due and unpaid the 
banks are free under Sec. 305 (1) to 
exercise their rights under the assign- 
ment, unless the policies have been 
granted the protection of Article IV. 

On all new life insurance loans banks 
should be careful to have a full under- 
standing with the insured as to how 
premiums will be paid and the loan 
serviced if he goes into military service, 
and a larger equity than is customary 
would appear advisable, at least until 
we know where we stand under the new 
amendments. Also it would appear wise 
to eliminate any automatic premium 
loan provision prior to assignment. If 
the final amendments are so drawn that 
they apply only to unencumbered poli- 
cies, or those with indebtedness to the 
insurance companies themselves, then 
the banks’ problems should not be too 
difficult: any insured wishing benefits 
of the Act could first transfer his in- 
debtedness to the insurance company. 
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Vice-president, Valley National Bank, 
Phoenix, Arizona—CARL A. BIMSON 


ANY banks entered the consumer 
credit field in an effort to bolster 
their declining earnings result- 

ing from a shrinking of commercial 
loans and smaller returns from their in- 
vestment portfolios. Regardless of the 
reason why banks entered this field, 
there must be an acceptance on their 
part of the responsibility for the con- 
tinuance of this service to the millions 
of salaried individuals and small busi- 
ness men who have come to expect as- 
sistance from their banks in a time of 
emergency. 

Everyone, I am sure, realizes the 
need to curtail the purchase of items 
requiring critical materials for their 
manufacture. It is also realized that the 
limiting of consumer cash credit is a 
sound measure to help curb inflation 
and to encourage the establishment of 
reserves which are likely to be so useful 
in the future. We must not, however, 
lose sight of the fact that credit is the 
foundation of our entire business struc- 
ture. Since the American public has 
acquired the habit of anticipating their 
earnings, the availability of, at least, a 
limited amount of consumer credit is 
imperative to the maintainance of pub- 
lic morale, by keeping the standard of 
living at as high a level as possible. 


Recutation W has placed restrictions 
upon practically all types of consumer 
credit, and it naturally behooves all of 
us to cooperate fully with the war effort 
by complying with its terms cheerfully. 
Banks do, however, have a responsi- 
bility to their stockholders, depositors, 
and their communities as a whole, to 
continue to extend consumer credit 
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Instalment Loans Today 


within the terms permitted by Regula- 
tion W and sound banking practice. 

Since it was not the intention of the 
Government to eliminate consumer 
credit entirely we, as bankers, can play 
no more important part in the war 
effort than to maintain as nearly normal 
banking services as is possible to our 
communities. Many people are under 
the impression that they are no longer 
able to obtain funds for purposes for 
which they formerly borrowed; we 
should make every effort to advise the 
public of the continued availability of 
funds for legitimate needs. After all a 
bank can only serve usefully if it oper- 
ates profitably and in the best interests 
of the community. 

A consumer credit department now 
in operation must be maintained, even 
though increased demands for other 
types of loans may make profits from 
such a department unimportant at this 
time when instalment loan volume is 
steadily declining. If banks do not con- 
tinue to serve the needs of their cus- 
tomers now, they will lose the oppor- 
tunity after the war. Many banks 
established these departments with too 
little thought as to their true costs and 
now, with reduced loan outstandings 
and shortened terms, it may be felt that 
the operation should be dispensed with 
and their loan customers told to go else- 
where for their credit accommodations. 
If this condition exists, now is the time 
to appraise your entire procedure and 
policies with an eye to the future. 


A SOUND loan policy and an efficient 
and economical operation today will 
pay big dividends in customer goodwill 
and earnings in the future, if your loan 
charges are sufficient to earn a reason- 
able profit. Of course, in order to con- 
tinue to operate with a minimum loss 
and to render the best service to your 
customers, credit risks must be properly 
evaluated; not only from the standpoint 
of permanency of employment but, also. 
from the standpoint of income and oc- 
cupation as compared with antecedent 
information. It must be recognized that 
the person whose job exists only because 
of the defense effort, will be a potential 
collection problem when we again re- 
turn to our peacetime pursuits. Such 
customers should be educated to pay as 
they go, wherever possible, as a safe- 
guard against future unemployment or 
reduced income. 

Many communities are finding prob- 
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Thousands of people have been 
taught to come to their bank with 
their financial problems, both large or 
small, and we must be prepared to 
take care of them, even though this 
service may involve more difficulties 
and more losses than we have learned 
to expect during the past few years. 
If we fail our consumer credit cus- 
tomers now, some other institution 
will take care of them, dnd we will have 
lost one of our strongest arguments for 
private ownership of banks. 


lems resulting from the influx of families 
drawn by the lure of high wages in de- 
fense industries and all are having 
problems resulting from the pinch of 
priorities, increased living costs, and 
taxes, which have adversely affected the 
paying habits of many individuals and 
businesses who were previously con- 
sidered good credit risks. It is extremely 
important, as a result of these new 
trends. that we encourage the fullest 
cooperation among credit grantors in 
facilitating the flow of credit informa- 
tion, both present and past, for the pro- 
tection of all. Banks can play an im- 
portant part in the encouragement of a 
sound community credit policy and 
should certainly do so. 


The average person must have some 
place to go in times of emergency and 
we must remember that cash loans, es- 
pecially, are made for certain definite 
purposes—such as: the liquidation of 
past due or pressing bills; doctors, den- 
tists, hospitalization; insurance; taxes; 
tuition; marriages; rent, property re- 
pairs and mortgage payments. It is true 
that the national income is up sharply, 
but there are a number of people, par- 
ticularly in the middle and lower in- 
come brackets, who are beginning to 
feel the pinch of war. 

There are peaks and valleys of income 
and expense in every man’s life, and 
these are accentuated at a time like this 
with rising living costs, higher taxes, 
increased marriages and new jobs. The 
only way the average individual can 
level off these peaks and valleys is in 
the same manner as that employed by 
business firms by borrowing in times 
of need. 
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Jn War...€ Peace 


IN MEETING the demands of war, the 
nation’s banks are purchasing Gov- 
ernment Bonds themselves, and are 
facilitating the sale of War Bonds to 
our citizens. They are financing war 
plant construction and expansion, 
the purchase of production materials, 
the payment of labor’s wages, as well 
as accounts receivable due from the 
Navy, Army, Maritime Commission 
and other front line Governmental 
departments. 

The New York Trust Company, 
carrying its keen interest in the na- 
tion’s welfare from peacetime to war 
conditions, has lent and is lending 
millions of dollars to implement the 


war effort. 


THE 
NEw YORK TRUST 
COMPANY 


Member of tle Federa! Deposit Insurance Corporation 
LTROADWAY 
MADISON AVENUE AND 40TH STREET 
* TEN ROCKEFELLER PLAZA * 
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‘WHERE 


COULD YOU DUPLICATE 
LAWRENCE 


SYSTEM 


FIELD WAREHOUSING? 


© OFFER the greatest combined field 

warehouse experience obtainable — 
the result of over a quarter of a century of 
specialized effort. 

On top of our excellent financial status we 
have every employee heavily bonded for hon- 
esty and faithful performance of duties—plus 
a large warehousemen’s legal liability policy. 

LAWRENCE SystTEM Field Warehousing 1s 
available from coast to coast under the direc- 


tion of fullfledged territorial offices. We are 


now operating in well over 1000 locations. 

A recent survey of one of our territories 
showed that 95 per cent of our accounts were 
considered essential industries. Of the total 
number of accounts, war industries ran to 
approximately 25 per cent. 

Let LAWRENCE SystTeM help you lend 
greater assistance to war and other essential 
industries through the use of field warehouse 
receipts issued against inventory on the prem- 


ises of the borrower. 


LAWRENCE SYSTEM 
Field Warehousing 


FOR BANK LOANS AGAINST INVENTORY 


New York: 72 Wall St + Chicago: 1 No. LaSalle St * San Francisco: 37 Drumm St + Los Angeles: W. P. Story Bldg. 
Buffalo * Boston * Philadelphia * Kansas City * St. Louis * New Orleans * Charlotte, N. C + Jacksonville, Fla. 
Minneapolis * Dallas * Houston * Denver * Fresno * Portland, Oregon * Seattle * Spokane + Honolulu 
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CREDIT 


The Consumer Credit Outlook 


Vice-president, Northwestern National 
Bank and Trust Company, Minneapolis 


JOHN BURGESS 


premiums and indigent relatives 

some or all of these crises ap- 

pear from time to time in our lives. The 

frailties of human nature and our eco- 

nomic system prevents universal pre- 
paredness for everything. 

In a time when labor, both domestic 
and industrial, is scarce, mechanical 
aids to comfortable living and business 
efficiency are necessary, certainly ad- 
visable, and can be paid for on the in- 
stalment plan with substantial down 
payments and shortened maturities. 
When the boys are in the Army and the 
girls are in the cartridge plants, washing 
machines in the home and tractors in 
the fields become essential; when food is 
high and waste is criminal, scientific re- 
frigeration becomes a safeguard to 
health, a help toward economy, an ac- 
cessory to the purchase of War Bonds. 


taxes, sickness, insurance 


Wirn critical materials going into the 
war effort and the consequent curtail- 
ment or elimination of the manufacture 
of automobiles, refrigerators, and other 
durable goods formerly financed to the 
consumer on an instalment basis, there 
has been of necessity a great curtailment 
in the volume of consumer credit. And 
that is all to the good in the stress of 
war times. 

If we can visualize the tremendous 
difficulty which has been experienced in 
converting our national manufacturing 
plant into a war plant, we can also 
vaguely comprehend the equally tre- 
mendous difficulty which will be ex- 
perienced in converting our arsenal of 
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democracy back into a _ peacetime 
project. 


Wares that conversion time comes, all 
the machinery of instalment selling and 
financing will be needed to take up the 
slack. In fact, with the increased de- 
sires, needs, and ambitions of a popu- 
lace whose natural bent for improve- 
ment in living conditions has been long 
suppressed, there may be more instal- 
ment financing needed than existing 
facilities can take care of. At least, 
nothing should be done deliberately to 
destroy organization of trained per- 
sonnel, mechanical and physical set-up. 

Also, when the national emergency 
has ceased, and we attempt to convert 
tanks and bombers into plowshares, 
figuratively speaking, it is more than 
probable that, as the result of inventive 
genius stimulated by war, numerous 
new mechanical devices will be offered 
the public. 

Many predictions have been made as 
to the universal appeal a low-priced air- 
plane will make to the next generation, 
and in all probability privately-owned 
airplanes will be in the same sales pro- 
motion and financing position that au- 
tomobiles were after the close of the 
last war. 


r 

Diat there will be a great change in 
the methods of processing, purchasing, 
and holding of foods in the average 
household, seems inevitable. Mechani- 
cal refrigeration was really just begin- 


No. 4—YANKS ARRIVE. American 
soldiers, part of the first AEF of *42, 
arrive at a North Ireland port. This 
vanguard was followed by substantial 


reinforcements of men and material 


WIDE WORLD 


ning to be understood and appreciated 
by the public at large when the war be- 
gan. It is not unlikely that the average 
middle-class family will purchase meat 
and poultry, fruit, dairy products and 
vegetables, in quantity at seasonably 
economical prices, carry them in a 
sharp freezer of substantial size, and 
use them as they desire, at a consider- 
able saving of money and time. 


Prosasty we shall never go back to 
the days of ruthless competition and 
unrestrained terms as to maturities and 
down payments in this time payment 
field. Some measure of control is de- 
sirable to prevent abuses, but by and 
large consumer credit is here to stay in 
some form or another, so long as our 
present economic system prevails. But, 
as I read again the preamble and code of 
the American Bankers Association’s 
Consumer Credit Council, I am im- 
pressed with the breadth of vision which 
made possible the promulgation of such 
sound, enduring, and wise principles. : 


So banks should now and always (if 
they have the legal capacity) make 
loans for all necessary, worthwhile, 
beneficial purposes, whether they be 
large or small, demand, time or term, 
with the usual reservations as to safety. 
If they do not, some governmental 
agency will be distributing largess less 
carefully, less intelligently, than our pri- 
vately capitalized banking system can 
do and is doing, on a self-liquidating 
basis. 

In a war economy, in the best inter- 
ests of the public a bank’s policy, I 
think, should be to continue to make 
consumer credit loans within the frame- 
work of governmental regulations for 
all necessary and worthwhile purposes, 
refusing to make loans for foolish or un- 
wise purposes, and endeavoring at all 
times to get people out of debt and to 
keep them out of debt, rather than urg- 
ing them to go into debt. 

The ultimate in prohibition of con- 
sumer credit will only lead to unli- 
censed, unwise, loan-shark practices. 

The word “morale” has been much 
overworked and used as a blanket ex- 
cuse for promoting everything from 
prize fights to aesthetic dancing. But 
even in a war economy, people must go 
on living and will doggedly continue to 
go on living in such comfort as is avail- 
able, even though prices are high and 
prohibitions onerous. 
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Vice-president, The National City Bank 
of New York ROGER STEFFAN 


N a wartime economy under which 
| personal loans and instalment credit 

of all kinds are restricted by govern- 
ment regulation a question that is 
bound to hit a bank right between the 
eyes is: “Is any advertising for per- 
sonal loans justified?” Certainly, if the 
theory underlying Regulation W_ is 
carried to its logical conclusion, only 
that consumer credit should be ex- 


INCE THE organization of this 
Bank in 1863, it has continuously 
carried United States Bonds as an 
| investment. Experience gained in 
buying and selling Government 
issues makes the service of our 
Bond Department of special value 
in connection with the issues of 


UNITED STATES 


TREASURY BILLS 
AND CERTIFICATES 
OF INDEBTEDNESS 


Inquiries by telephone, wire, or mail 
are invited, and quotation sheets will 
be mailed on request. 


Telephone Franklin 6800 — LD 92-93-313 
Teletype CG 987 


The First National Bank 
of Chicago 


Personal Loans in Wartime 


tended which is absolutely necessary, 
It is perfectly obvious that the blatant, 
ear-shattering and eye-blinding adver. 
tising of the ‘36 percenters”’ and other 
high-rate loan companies directly seeks 
to induce borrowing that is not neces- 
sary. It seeks to persuade men and 
women to go into debt who have not 
thought of going into debt. 

No doubt it is a temptation for banks 
in many areas which see their customers 
being influenced by such ballyhoo to try 
to meet the needs of these citizens them- 
selves in a decent manner and at low 
cost, and many of them no doubt ask 
themselves: “ How can we help our cus- 
tomers keep out of the hands of the ‘36 
percenters’ unless we inform them of 
our own service?” That is a perfectly 
logical question which Regulation W 
and other wartime regulations have left 
unanswered. It is probable that the 
harmful advertising of many of the 
high-raters has offset much of the effect 
of the liquidation of consumer credit 
which has taken place in bank instal- 
ment loans. It is appropriate to wonder 
what is gained by banks’ cooperating in 
the liquidation of credit while the ad- 
vertising and merchandising mill of the 
high-raters is working to create new 
debt. 


| THINK the best policy is not te adver- 
tise instalment loans at all, but that 
might not fit the book of every bank 
everywhere. 

Having found locally the correct ap- 
proach to that problem, two other 
problems are: 

(1) How can we make loans to such 
persons as apply to us and be reasonably 
sure they will be paid? 

(2) How can we meet rising costs 
when our volume is declining if our 
rates remain stationary? 

The first question is one that will have 
to be answered on the basis of conditions 
in each locality. 

The second question is a serious one 
indeed for banks which have gained the 
acclaim of the public through their 
low cost credit service. It would be a 
shame if conditions beyond the control 
of banks should necessitate higher 
charges. 

To suggest a complete solution for 
this situation would require a degree ol 
clairvoyance which would reveal the 
length of the war and the extent to 
which volume would be further affected 
by the draft or additional government 
regulations. I am not a clairvoyant. 
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New Taxes or Old Taxes 
for speed, accuracy, 
completeness 


CCH STANDARD 
FEDERAL TAX SERVICE 


Loose Leaf. 


ODAY, in the year of 1942, just 

as for the twenty-eight consecutive 
years preceding, the CCH Standard 
Federal Tax Service is recognized as 
the most comprehensive and authorita- 
tive work in the field of federal taxation 
for revenue. 


Quickly and accurately it brings to- 
gether all pertinent law, regulations, 
decisions, and rulings, and arranges the 
data in logical, orderly manner in spe- 
cial loose leaf binders behind tab guides 
— indexed for ready access by topic, 
case name, law, etc., in a handy Index 
volume. Supplementing the Standard is 
the one-volume loose leaf CCH Internal 
Revenue Code Service which makes im- 
mediately available the full texts of the 
federal internal revenue laws and re- 
lated laws and keeps them always up-to- 


Always Up-to-Date 


date, with all amendments and changes 
in place. It comes to Standard sub- 
scribers without extra charge. 


With its clear-cut exposition of the law, 
detailed explanations, filled-in returns 
and forms, tax computation, specific 
examples, etc., the Service will lighten 
your load immeasurably. Rapid deliv- 
eries of all new matters, indexed as 
issued, keep you in continuing touch 
with the current federal taxes and new 
developments as they occur. 


Tax Men throughout the professional, 
business, and official world depend 
upon the Standard to keep constantly, 
correctly, and completely informed on 
federal taxes — old, new, and those to 
come. May we send you complete 
details? 


Write for Details 


COMMERCE CLEARING HOUSE, ING. 


PUBLISHERS OF LOOSE LEAF LAW REPORTING SERVICES 


New YORK 
EMPIRE STATE BLOG 


CHICAGO 
214 N. MICHIGAN AVE. 


WASHINGTON 
MUNSEY BLDG 
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President, Merchandise National Bank 
of Chicago—R. L. REDHEFFER 

T is not hard to understand why the 
I average banker has looked with dis- 

favor upon accounts receivable 
financing. He generally associates it 
ith an unsecured loan which has got- 
ten into trouble and on which the bank 
has taken receivables to secure itself 
against a possible loss. 

In considering the advisability of 
loaning a customer money on receiva- 
bles, the first consideration the bank 
must have is that it is a loan which will 
demand considerably more attention 
than the average loan based on a state- 
ment where the ratio is two or three to 
one, or better, and where the company 
is in exceptionally healthy condition. 
There are many companies whose in- 
creasing sales demand larger bank ac- 
commodations than their statement 
warrants. These are undoubtedly de- 
serving of consideration and should be 
allowed to use their receivables to se- 
cure such a loan. 


IR order to understand a man’s needs 
and watch his progress, it is necessary 
to get financial statements much oftener 
than on the ordinary unsecured loan. 
In fact, in many instances, we ask for 
monthly statements and never less than 
quarterly, because the purpose of the 
borrowing should be to take care of 
increased business. At our bank, before 
we take on a receivable loan, we ask the 
customer to prepare for us a cash budget 
showing what his approximate require- 
ments are over a period of six months, 
based on his estimate of his sales pro- 
gram. 

It is necessary to police the accounts 
with your own field auditor, not pri- 
marily to catch dishonest acts, but to 
catch normal mistakes which can hap- 
pen in remittance of checks belonging 
to the assigned accounts. Therefore, it 
is not wise to base the charges on such 
borrowings as you would on an unse- 
cured loan. Our rates vary from a 6 
per cent interest rate, with a service 
charge of one-fourth of 1 per cent of the 
receivables hypothecated, to a 6—3 rate, 
which means 6 per cent per annum in- 
terest and 3 per cent per annum service 
charge. In both instances, we consider 
the service charge not as interest, but as 
the cost of servicing the account. 

After the statement and budget have 
been submitted to the bank and we 
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Accounts Receivable 


have approved of the credit, we gen- 
erally adhere to the following routine in 
making the loan: 


(A) Preparing the loan 


1. The customer lists alphabeti- 
cally the receivables to be 
pledged on a schedule showing 
the name, date of invoice and 
due date. (We suggest to the 
customer that this schedule be 
prepared in duplicate.) 

2. The borrower must furnish an 
assignment with each note. It 
may cover several pages of 
schedules. In the case of a cor- 
poration, the corporate seal 
must be affixed. 

The borrower must stamp his 

books with a stamp furnished 

by the bank which states that 
the account has been assigned 
to the bank. 

4. The borrower delivers to us 
duplicate invoices to which ship- 
ping evidence must be attached 
when available. 


(B) Auditing the loan 


1. Our field auditors work under 
the direction of our credit de- 
partment. They visit each bor- 
rower once a month and check 
all open invoices against the 
customer’s ledgers. Shipping evi- 
dence is spot checked and par- 
ticular attention is given to 
tracing the ultimate payment 


No. 5—SUGAR RATIONING. New 
York citizens turned out in crowds to 
get rationing books 


WIDE 


of invoices which remained yp- 
paid on schedules taken up by 
the customer with his own 
checks. In addition to the above 
checking, the auditor is given a 
form by the manager of the 
credit department, which re- 
quires him to check specific in- 
formation, such as: 


1. Were books current and rec- 
ords adequate? 

2. Were records properly stamped 
to show assignment to us? 

3. Has this stamping been neg- 
lected in the past? 

4. Were there indications of 
heavy withdrawals by princi- 
pals? 

5. Were there delays or failures 
to settle with bank for col- 
lections and credits? 

6. Do majority of receivables 
pay under invoice terms? 

7. Do they have an adequate 
collection follow-up? 

8. Were remittances allocated 
to proper invoices? 

9. Do they reassign old invoices 
on new borrowings? 

10. Do they take up a substan- 
tial amount of loans or in- 
voices with their own checks? 

11. Were allowances or returns 
excessive? 

12. Were evidences of shipment 
satisfactory? 

13. What is the practice of bor- 
rower in meeting his pay- 
ables? 

14. Were there indications of 
existence of contras or off- 
sets? 

15. Were Social Security and 
other taxes paid currently? 

16. Do they assign current ac- 
counts or assets elsewhere? 


(C) Advances and rates 


1. On small loans (under $2,000) 
6 per cent discount and one- 
fourth of 1 per cent fee on the 
total amount of the invoices are 
charged. 

2. The majority of our accounts 
are charged on the daily balance 
owing. These rates vary from 6 
per cent interest and 3 per cent 
fee down to 41% per cent interest 
and 1% per cent fee. This latter 
rate is generally based on the 
size of the loan, plus the com- 


BANKING 


> 
Fx 
= 


pany’s financial statement and 
earning power. We have some 
loans where we charge 6 per 
cent without any fee. This is on 
a general assignment of all 
receivables. And in this respect, 
I wish to call specific attention 
to the fact that when a general 
assignment is made of receiv- 
ables, it is very important that 
all remittances received by the 
company are turned over to the 
bank, as that is the only way to 
hold dominion over the funds. 

3. The percentage of advance va- 
ries from 70 per cent to 90 per 
cent. In cases where customers 
allow discounts over the usual 
2 per cent. The net amount of 
the invoice, after such discount 
might be taken, is used in com- 
puting the percentage advanced 
by the bank on the invoices. 


(D) Length of time of notes 


1. To customers whose invoices 
are made on a 30-day net basis, 
we generally give a note for 30 
days, with the understanding 
that a 15-day renewal will be 
made on the unpaid portion of 
the note at maturity. If the 
accounts have not been paid in 
the 15 extra days, the customer 
is requested to take up the note 
with his own check. To cus- 
tomers whose invoices run 60 
days, we also give an additional 
15 days renewal. 


(E) Repayments 

1. Payments are listed or a sched- 
ule given to the customer by the 
bank, which is prepared in dup- 
licate, and we require that the 
actual checks received are de- 
livered to us. In the event the 
checks delivered to us include 
invoices which are not assigned, 
credit is given to the customer 
the same day. 

. The majority of the large bor- 
rowers repay the same _per- 
centage of their collateral that 
they have borrowed, the dif- 
ference being credited to their 
checking account, and the small 
accounts are required to repay 
the full 100 per cent of collateral. 

. Customers are required to re- 
port credits allowed on returned 
merchandise, etc., once a week 
and if there is not sufficient col- 
lateral to absorb these credits, 
we require our customer to give 
us their own check for the 
amount. 


(F) Miscellaneous 


1. We generally give the borrowing 
customer a letter of instruction 
governing assigned account op- 
erations. In many cases a field 
auditor will call and explain the 
system to new borrowers. 

. All loans are made on a non- 
notification basis. 

3. A record is kept of all loans 
which are repaid by the cus- 
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tomer with his own check and 
any loan on which 10 per cent 
or more is paid in this manner 
is reported to the loaning officer 
the following day. 

4. Payments are not applied against 
individual loans, but deposited 
in a special account until such 
time as the note is due or to be 
renewed. A special form of ledger 
sheet on which collateral and 
payments are recorded is kept 
by the bank. 


Tuere is a considerable amount of 
misconception as to the meaning of 
Chapter 60 of the Chandler Act with 
regard to the validity of assigned ac- 
counts without notification. According 
to our attorney, the trend of most of 
the decisions is to protect the bank 
which has made loans. 

Of course, in this, as in any other 
banking transaction, there is always a 
danger of fraud and dishonesty, but in 
our experience this has been negligible. 

In conclusion, I would like to add 
that in my opinion the customer who 
needs this kind of financing is entitled 
to it provided he can demonstrate that 
he is operating at a profit, is using the 
proceeds from the loan to discount his 
payables and is having an expansion in 
his sales. I also feel that this accommo- 
dation may be granted by banks with 
comparative safety and at the same 
time give their customers a service. 


Assigned Accounts Borrowing 


Assistant Vice-president, The Pennsyl- 
vania Company, Philadelphia—H. C. 
CULSHAW. 
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football in that its pros and cons 
have been tossed back and forth 
rather extensively among banks. Since 
it is a subject with a great deal of room 
for discussion, let us confine ourselves 
to one phase only at this particular 
time, namely, the place of accounts re- 
ceivable financing in the war effort. 
Immediately, there will arise several 
questions, the first, perhaps, being: 
“Is it not a fact that Regulation V 
makes the assignment of accounts re- 
ceivable mere unnecessary detail?’ The 
answer to this could well be a further 
study of Regulation V. In the applica- 
tion for a “V” loan, a paragraph is de- 
voted to the description of collateral to 
be pledged. Since the collateral under 
such loans consists almost entirely of 
moneys due or to become due under 


Tico subject has become a verbal 


government contracts, or as subcon- 
tractors, the assignment of receivables 
arising thereunder, the detailed me- 
chanics and necessary follow-up logi- 
cally fall under a set-up and control 
such as exists under normal account 
receivable financing. It may be argued 
that the hazards emanating from receiv- 
able financing arising under the assign- 
ment of government contracts are en- 
tirely different than those arising under 
the normal commercial accounts re- 
ceivable. In part this is true, in that the 
ultimate paymaster in the case of gov- 
ernment contracts is beyond question, 
so far as the credit risk is involved. 
Beyond this point, however, the me- 
chanics and the exposures are very com- 
parable. In other words, if a contractor 
under a government prime contract 
does not produce goods that meet the 


NATIONAL BANK OF DETROIT 
DETROIT, MICHIGAN 


WwW. S.M¢LUCAS 


CHAIRMAN 


To the Members of 
The American Bankers Association: 


If business were as usual, we would, 
at this time, be extending a welcome to the delegates 
attending the 68th Annusl Convention of the American 
Bankers Association scheduled for Detroit this year. 


But, business is not as usual -- we are 
at war -- and it is only proper that the bankers should 
set an example for the rest of the nation by canceling 
their Annual Meeting. 


We want all of you to know how genuinely 
sorry we are to forego the anticipated pleasure of being 
one of your hosts this fall, but we all have a job to do 
on the home front. 


It is our earnest hope that, when the 
peace is won, we may join together and, by our combined 
efforts, help solve the problems of the critical period 
of reconstruction which will inevitably follow. 


Sincerely yours 


Chairman 
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most rigid inspections, these ma erials 
are returned and the receivables are not 
paid until such time as corrections have 
been made. This is an element that also 
exists with normal commercial receiy- 
ables and the degree of return, in most 
cases, is much less than in the case of a 
government operation. It is periectly 
true that in the case of a “V” loan, the 
bank receives a guarantee of a given 
amount by the Federal Reserve bank, 
acting as fiscal agent for one of the de- 
partments of the Government. This 
does lessen the risk in the event of 
difficulty because the banks can call 
upon the guarantee and be partially 
reimbursed for any losses. 


r 

[o a greater degree, for the present 
at least, is the job of financing the re- 
ceivables arising under government 
contracts, both prime and sub, that are 
not supported by Executive Order 9112 
guarantee. Thousands of manufacturers 
are called upon today to do a volume 
of business which their cash working 
capital cannot support. They are willing 
and anxious to do their part, not only 
because they feel it is their patriotic 
duty, but also because they hope to 
survive. If they cannot or do not resort 
toa “V” loan, or a direct advance from 
some governmental agency, they must 
rely upon their bank, a finance com- 
pany or factor to give them aid. 

At this point is where too many 
financing institutions have made a seri- 
ous mistake. Some bankers have felt 
that when a manufacturer has been 
awarded a government contract, and 
the contract has been properly assigned 
to the bank in accordance with the As- 
signment of Claims Act of 1940, any 
loans made against the contract are 
good as gold. Nothing could be further 
from the truth. There is nct one iota of 
doubt that the Government can and 
will pay, if the materials are made and 
delivered in accordance with the con- 
tract specifications. But the Govern- 
ment is not going to pay for something 
it has not received, or which does not 
meet its specifications, assignment of 
contract or no assignment of contract. 
Therefore, the fundamental in the as- 
signment of contract as to its collateral 
value depends almost entirely upon the 
contractor’s ability to produce. There- 
fore, if advances are made only against 
the receivables arising under assigned 
contracts, the risk is greatly reduced. 

Few are the loans that can be classi- 
fied as 100 per cent safe, and yet if 
properly handled and serviced, loans 
made against the receivables arising 
under government contracts come close 
to approacning this goal. 
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CREDIT 


Field Warehouse Financing 


juthor of “ Aids in Financing War 
Goods” for the June issue of BANKING; 
also of Foreign Exchange Accounting” 
and “Analysis of the Uniform Trust 

Receipts Act” 
— CHRISTIAN DJORUP 


ANY Studies of the field warehouse 
M system have been published and 

one of the best is Commercial 
Bank Management Booklet No. 24, 
prepared by the Research Council of 
the American Bankers Association. On 
page 10, in the chapter “Field Ware- 
housing is Flexible, Economical and 
Efficient,” it is stated: “A field ware- 
housing arrangement should be con- 
sidered only in connection with raw or 
finished merchandise and goods in 
process should not be considered under 
such an arrangement. It would be 
practically impossible for the holder of 
warehouse receipts or a field warehous- 
ing company to keep complete control 
over goods in process.” 

This shortcoming of the field ware- 
house receipt is remedied by the trust 
receipt in the states that adopted the 
Uniform Trust Receipts Act, viz: Cali- 
fornia, Connecticut, Illinois, Indiana, 
Maryland, Massachusetts, Nevada, New 
Hampshire, New Jersey, New York, 
Oregon, Pennsylvania and Tennessee, 
in which states a security interest is a 
legal basis for a valid trust receipt. 

The Uniform Trust Receipts Act 
substitutes a security interest for owner- 
ship interest which extends the use and 


No. 6—RATIONING. Sugar was ra- 


tioned in the whole country, gasoline 
only in the East. 


WIDE WORLD 
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the rights of the trust receipt consid- 
erably as shown in the following exam- 
ples: 

A banker who makes a loan against 
inventory represented by a field ware- 
house receipt can now release part or all 
of the warehoused collateral against a 
trust receipt and remain protected as 
against general creditors in case of bank- 
ruptcy without recording such lien sep- 
arately, while formerly and at present 
in states which have not adopted the 


Uniform Trust Receipts Act, a chattel 
mortgage interest only is retained which 
must be recorded and filed to become 
enforceable unless the merchandise was 
the property of the banker before ware- 
housing. 

Many manufacturers do not have 
sufficient working capital to pay for all 
the material and labor needed and it 
requires financial help by city and coun- 
try banks to place the necessary funds 
at the disposal of the contractor anxious 


If You Are Interested in 
United States 


Treasury Bills and 


Certificates... 


we'll be glad to send you our quick 
reference table to use when buying or 


selling Treasury Bills . . . 


we'll be glad to make bids and offer- 


ings in bills and certificates . . . 


and we'll be glad to answer inquiries 


regarding them. 


GOVERNMENT SECURITIES 
DIVISION 


CONTINENTAL ILLINOIS 
NATIONAL BANK 


AND TRUST COMPANY 
OF CHICAGO 


Member Federal Deposit Insurance Corporation 
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to complete government orders and it 
will need warehouse and trust receipts 
to collateralize these loans before the 
amounts to become due from the Army, 
Navy or Maritime Commission can be 
assigned as collateral for the protection 
of the depositors’ money. 

*It may become necessary to use the 
means of assigned accounts receivable, 
field warehouse receipts, trust receipts, 
chattel mortgages on machinery and 
equipment, real estate mortgages and 
whatever collateral is available to make 
the loan safe and sound. 

The only manner in which merchan- 
dise already in the possession of a manu- 


facturer, who wishes to secure a loan 
against it, can be made the subject mat- 
ter of a trust receipt transaction is by 
warehousing it. The merchandise can be 
placed in a field warehouse, the field 
warehouse receipt can be given to the 
banker as collateral for a loan and can 
subsequently be released by the banker 
under a trust receipt arrangement for 
the processing and collection of the 
proceeds of the finished article. 


Assume that a manufacturer of uni- 
forms gets a large war order for uni- 
forms and needs a large quantity of 
The bank may pay the 


uniform cloth. 


THE RIGHT TO 


Gine + Automobile Murine Ca dually © Did ty 


Ou rely 


IREMAN'SS FUND GROU 


FIREMAN’'S FUND 
HOME FIRE & MARINE 


Insurance Company 


OCCIDENTAL 


Insurance Company 


INSURANCE COMPANY 


FIREMAN’'S FUND 


Indemnity Company 


OCCIDENTAL 


Indemnity Company 


* 


SAN FRANCISCO 


EN DAS EE 


Los Angeles 


INS @REANCE 


Atlanta 


3 


Boston 


SINCE 


. 


worsted or woolen mill that manufac- 
tures the cloth that has been purchased 
by the uniform manufacturer, and have 
the cloth put into a field warehouse es- 
tablished on the premises of the con- 
tractor. The cloth may be released from 
the field warehouse upon delivery order 
or by arrangement of the bank on trust 
receipt, provided the uniform manufac- 
turer or contractor is located in a state 
where the Trust Receipts Act is in 
force, and be paid out of the proceeds 
of the finished uniforms as and when 
received by the contractor from the 
Government. This presupposes that all 
the material going into the uniforms is 
treated in a similar manner to prevent 
divided security or ownership interest in 
the proceeds of the uniforms. 

In most cases the articles purchased 
by a government agency have to be 
inspected, examined and approved be- 
fore acceptance and banks may prefer 
to use the field warehouse and trust 
receipt and thereby have a lien on the 
merchandise itself until an assignment 
of the account receivable due from the 
Government can be obtained as col- 
lateral. 


A CONTRACTOR may have received gov- 
ernment contracts for the delivery of 10 
or more articles to the Army and/or 
Navy. The contract may call for partial 
delivery at different dates over a longer 
period of time. By purchasing large 
quantities the contractor may obtain 
cheaper prices, and by having the arti 
cles delivered into a field warehouse 
(CONTINUED ON PAGE 62) 


No. 7—“DOWN UNDER.” Across the 
sea lanes of the South Pacific the 
United States moved men, equipment 
and supplies to aid the defense of 
Australia and to prepare for offense 
against the Japs. Here are Yanks 
debarking “somewhere in Australia” 
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Fireman's Fund can help you maintain sound 
protection against the contingencies that con- 
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To our banking friends 


from coast to coast... 


we extend cordial greetings through this issue 
of Banking — now that cancellation of the 
Convention denies our representatives the 


pleasure of seeing many of them at Detroit. 


We shall welcome consultation from those who 
might use to advantage our loaning resources to 
supplement theirs in financing war production. 
Advances in substantial amounts, including a 
number under Regulation V, have already been 
made on this cooperative basis. We seek con- 
stantly to increase our participation in the war 
effort by joining with more of our correspond- 
ents in meeting the credit requirements of their 


respective communities. 


IRVING TRUST COMPANY 


ONE WALL STREET 
NEW YORK 


Member Federal Deposit Insurance Corporation 
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In heroic times 
the importance of the com- 
monplace may be overlooked. 


The maintenance of sound 


bank correspondent relation- 


ships is an essential if unno- 
ticed factor for good, whether 


in emergency or under normal 


conditions of business. 


Raise your sights—as all banks 
are doing in this all out war 
effort. 


But keep your powder dry—by 
using the best collection facili- 
ties for your every day needs. 


coe 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


FIELD WAREHOUSE 
FINANCING 


(CONTINUED FROM PAGE 60) 
established on his premises he can assure 
prompt delivery when the respective 
articles are needed. The bank may make 
advances to the contractor by paying 
the different supply houses or manufac- 
turers direct and receiving field ware- 
house receipts for the articles stored on 
the premises of the contractor. Articles 
stored in a field warehouse, if located 
in a state where the trust receipts law is 
enforced, can be released on trust re- 
ceipt with the agreement that the pro- 
ceeds, as and when received, are turned 
over by the contractor to the bank. In 
other states, chattel mortgages would 
have to be filed and recorded to hold a 
lien on the articles delivered ex-tfield 
warehouse and it would be more ad- 
vantageous to arrange for payment by 
cash or substitution of raw material or 
finished goods in the value of the articles. 


(The Round Tables are continued on page SY) 


No. 8-CORAL SEA. The last mo- 
ments of the aireraft carrier Lexington. 
which was unable to survive wounds 
she received in the great Battle of the 
Coral Sea 


PRESS ASSOCIATION. INC 


No. 9— ALR POWER. The greatest air 
raid in history pounded Cologne when 
more than 1,200 R.A.F. planes roared 
over the city last May——forerunner of 
mass aerial destruction in other Ger- 


PHILADELPHIA, PA. 


Resources over $650,000,000 


Member of Federal Deposit Insurance Corporation 


man industrial cities by Allied planes 
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On Juxy Ist, 1867, a union was effected of 
four small colonies in Canada — the Prov- 
inces of Ontario, Quebec, Nova Scotia and 
New Brunswick. So Canada became a 
nation, with a Federal government. Six 
weeks earlier The Canadian Bank of Com- 
merce was established under the leadership 
of Hon. Wm. McMaster, one of the far- 
seeing statesmen who visualized a bright 
future for the New Canada if she could be 
aided by progressive legislation and finan- 


IN THE DEVELOPMENT 
OF A NATION 
v AND A BANK 


Tue activitiss of this Bank, however, have 
not been confined to Canada. Early in its 
career—in the 70’s—it opened an agency in 
New York to facilitate trade between Canada 
and the United States. Over forty years ago 
it merged with the Bank of British Colum- 
bia, with branches, dating from the 60's, 
in San Francisco, Portland and Seattle. 
Through these offices, and by thousands of 
connections with American banks and busi- 
ness men, The Canadian Bank of Commerce 


cial policies. As a noted historian has said: 
‘The subsequent history of The Canadian 
Bank of Commerce is part of the story of 
the Dominion of Canada.’” How well this 
observation is proven will be seen from the 
following summary. 


has helped develop a healthy North Ameri- 
can trade. To-day, this Bank is an integral 
factor of the commercial union which 
virtually pools the resources of the two 
nations to protect North America against 
world gangsterism. 


The Growth of (anada— ———_V 


Year of 
Confederation 
377,045 sq. miles 
(4 provinces as con- 
stituted in 1867) 
3,372,000 
22,941 fine oz. * 
$67,090,000 
Exports $52,702,000 
Steam Railway Mileage 2,278 


*1941 


Present 
3,694,853 sq. miles 
(9 provinces) 


Population 
Gold Production 
Imports 


11,420,084 
5,328,314 fine oz. 

* $1,448,792,000 

* $1,640,455,000 

42,601 

3,428 

* $3,634,000,000 


THE GROWTH OF THE CANADIAN BANK OF COMMERCE 


30th June 1868 
{Ist Annual Statement} 30th October 1941 
Capital $ 916,359 $ 30,000,000 
Reserve $ 40,000 $ 20,000,000 


Number of Branches 7 558 


THE CANADIAN BANK 
OF COMMERCE 


Established 1867 
Head Office: Toronto, Canada 


A. E. ARSCOTT, Vice-President and General Manager 


S. H. LOGAN, President 
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INVISIBLE ARMOR 


War Time 


New problems, new tests, challenge American 


Banking and American Business. 


Many key employees are in uniform. You 
must do more with new people—willing 


but untried. 


The “invisible armor” of National Surety 
protection helps banking and business safe- 


guard and speed operations today. 


* 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 


BANKERS’ BLANKET BONDS - FIDELITY BONDS + SURETY BONDS 


and FORGERY, BURGLARY and PLATE GLASS INSURANCE 


BANKING 


EDUCATIONAL DISPLAYS 


The A. B. A. convention delegate will recognize this section 
as a printed substitute for the familiar exhibits and panels 
which have lined the lobbies of convention meeting places in the 
past. Former exhibitors reveal herein the present situation of 
equipment, service and supplies. It is the wartime story of the 
vital tools of modern banking. You will profit by a studied 


reading tour of this timely and pertinent information. 
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HELPING BANKS MEET WARTIME PROBLEMS 
WITH THEIR PRESENT EQUIPMENT 


POSTING AND PROVING 


KKEEPING 


MACHINE COMPANY 


iG 
BURROUGHS MICHIGAN 


Send for This Booklet 


In this booklet, Burroughs offers for 
your consideration five Dual Posting 
Plans and five Single Posting Plans, 
together with important facts con- 
cerning account analysis. Each plan 
is simply and briefly described— 
forms and applications are plainly 
illustrated. This information may 
help you decide on the plan best 
adapted to meet your own indi- 
vidual requirements. It is yours for 
the asking. 


The rapid growth of commercial depart- 
ment activity during the past year is caus- 
ing many banks to review their posting 


and proving procedures. 


A few banks have already found that by 
altering their present posting and proving 
plan they are better able to meet the prob- 
lems set up by today’s increasing item 
volume, rising operating costs and short- 


age of trained personnel. 


To assist banks, Burroughs offers a book- 
let illustrating and describing ten posting 
plans most commonly used in banks. 
A study of these plans might be helpful 
while you are reviewing your present com- 
mercial department posting and proving 


procedure. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


Burroughs 
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The Bank’s Supply Problem 


Mr. BRATTER is a Washington corre- 
spondent for BANKING. 


used by banks are going to be 

increasingly difficult to replace. 
Therefore, banks are urged to take the 
utmost care of such machines as they 
now have. In the WPB, typists and ste- 
nographers have all been put through a 
school to teach them how to take the 
best care of the machines. The type- 
writer is considered the typist’s “gun,” 
and she is expected to take just as good 
care of it as the soldier must take of his 
weapon. 

Insofar as concerns the repair and 
maintenance of existing business ma- 
chines in use in banks, for the present at 
least adequate supplies of metal have 
been made available by WPB. It does 
not follow, however, that this will al- 
ways be the case. As the months go by 
and run into years, even repairs of 
business machines may become im- 
possible. 

Fortunately there have been avail- 
able, and are still available in limited 
quantity, certain kinds of machines 
obtainable without priority. For the 
most part, these are second grade ma- 
chines, the manufacture of which has 
been discontinued. In other instances, 
some special-purpose machines, in no 
sense second grade, are still obtainable 
in limited numbers. The expression 
“second grade” as used above does 
not mean that this equipment is of in- 
ferior quality. For example, the list of 
machines, which may still be obtained 
here and there without priority assist- 
ance, includes six-figure adding ma- 
chines. These machines are no longer 
being made because most business 
users of adding machines require one 
that will take more figures than six. 


Get of machines and equipment 


Axonc other machines which banks 
use and of which a limited supply is still 
to be found here and there are: dupli- 
cating machines not possessing the 
most modern refinements, small micro- 
film machines not of the general office 
type, discontinued styles of bank transit 
machines, various bookkeeping ma- 
chines, certain bank posting machines, 
small, hand-operated stencil addressing 
machines, tag addressers, automatic 
paper feeders for multigraph machines, 
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HERBERT BRATTER 


small duplicators, bank proof machines 
used in sorting checks, and attachments 
for various machines such as setback 
counters. As might be expected, the 
number of such discontinued models 
available on. the market is generally 
very small. 

Banks will have great trouble, if in- 
deed they have any success at all, in 
replacing their present adding ma- 
chines, transit machines, posting ma- 
chines, duplicators, typewriters and 
metal furniture. Such typewriters as are 
being made now are confined to the vic- 
tory model manufactured by the Wood- 
stock Typewriter Company and this 
very limited output is solely for war 
plants and essential government pur- 
poses. 

Metal furniture, of course, is not ob- 
tainable, since it is not being made any 
more. 


Tae situation with regard to tele- 
phone instruments and wiring is ex- 
tremely tight. Telautograph equipment 
and similar communications apparatus 
is in the same category. 

Bankers will recall that the manu- 
facture of office machinery is subject to 
the restrictions of WPB Order No. 
L-54-c of June 1, 1942. This order gave 
two lists of quotas for the manufacture 
of office machinery. List “A” sets forth 
limited production quotas for eight 
types of machines, the manufacture of 
which must be completely discontinued 
after November 30, 1942. List “B” 
covered seven additional categories of 
machines and established limited pro- 
duction quotas for the second half of 
1942. These two lists are as follows: 


List A 
PER CENT 
(1) Adding machines 
(2) Continuous forms handling machines, 
typewriter ‘principle, having forms 


handling devices constructed as an in- 
tegral part of machine 

(3) Calculating and computing machines. 

(4) Dictating machines and collateral 
equipment, but not including ma- 
chines embodying amplifiers and other 
facilities for recording telephone con- 
versations, conferences and wireless 
messages with near and far-voice con- 
Duplicating machines, including, but 
not limited to ink ribbon, gelatin, off- 
set, spirit, stencil and reproducing 
typewriter principle machines. 

(6) Microfilm machines 

(7) Shorthand writing machines 

(8) Time stamp machines.............. 


List B 


(1) Accounting and bookkeeping ma- 


(2) Addressing machines, including, but 
not limited to embossing machines for 
plates and stencil cutting machines for 
fibre stencils 

(3) Billing machines, accounting principle, 
and collateral equipment, except auto- 
graphic registers 

(4) Office composing machines (change- 
able type, changeable horizontal and 
vertical spacing, uniform impression) . 

(5) Payroll denominating machines and 
collateral equipment 

(6) Punched card tabulating and account- 
ing machines and collateral equipment 

(7) Time recording machines, except 
watchmen’s clocks 


No new safe deposit vaults or boxes 
are being allowed to banks, but at this 
writing the WPB is working on a plan 
which will allow banks to get new lock 
tumblers and keys without priority, 
on the theory that practically as much 
scrap metal is turned in as the amount 
of new metal used for such purposes. 
Until now banks have had no difficulty 
in getting safe deposit equipment re- 
paired. 

In this connection, WPB has been 
suggesting that banks get some of their 
customers to double up in the use of a 
single safe deposit box. It is said that 
quite a number of new boxes have been 
rented to persons for the purpose of 
keeping safe their War Savings Bonds. 
It is pointed out in the WPB that such 
bonds are registered and that there is 
therefore no danger from theft in hav- 
ing the War Savings Bonds of more 
than one person kept in a single box. 
How customers could be persuaded to 
double up in the use of safety deposit 
boxes seems to be a matter for the in- 
genuity of the bank concerned. 
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AFTER THE WAR... 


Bank customers are moving . . 


what then? 


Standard 
A. B. A. Size 
DEPOSIT SLIP 


files easily 


This 
Self-Addressing 
DEPOSITOR’S 
RECEIPT 
fits a standard 
window envelope 


This 
tough, opaque 
DEPOSIT 
ENVELOPE 


seals completely 


. to army encampments and war industries. 


Some are banking nearer home to save tires and gasoline. You will need 
those customers after the war. Offering them a Banking-by-Mail system 


now will help to keep them as depositors . . 


. as borrowers . . . as users 


of other bank services. May we send you samples of the Curtis Bank-by- 


Mail System? 


CURTIS 1000 Inc. 


342 CAPITOL AVE. 
HARTFORD, CONN. 


Easy to Use 


Write or type any index, insert in 
Mok-ur-own strip, cut tab to fit, 
moisten and attach to any record 


GO TO YOUR STATIONER for genuine, 
original Mak-ur-own Index Tabs. If he can- 


not supply you, write to 


VICTOR SAFE & EQUIPMENT CO., INC. 


NORTH TONAWANDA 


NEW YORK 


1000 UNIVERSITY AVE. 
ST. PAUL, MINN. 


2630 PAYNE AVE. 
CLEVELAND, OHIO 


--.2and do the job of packaging 
small forms more efficiently. 


Liberty STRING BINDERS offer an 
economical method for packaging all 
kinds of small forms ... easily .. 
securely ... so they can be referred to 
quickly at any time. Rid yourself of 
packages broken open by rotted rubber 
bands or tedious tying and untying 
string when reference is necessary. 
Use Liberty STRING BINDERS. 
Thousands of banks and large concerns— 
leaders in efficiency—use Liberty STRING 
BINDERS ... have been for years. 


AVAILABLE ANY SIZE —PLAIN OR PRINTED 


Cost less than each in 
quantities of 250 or more. 
For full information and 
FREE SAMPLES just 
attach this ad to your 
letterhead together with 
form to be packaged 1 
mail it today. 


BANKERS BOX COMPANY 


536 S. CLARK STREET - CHICAGO, ILL. 


In the matter of repair and mainte- 
nance of such capital equipment as pas- 
senger elevators, priority assistance js 
being granted by WPB only where the 
case is of an emergency nature. If a 
bank has 10 elevators, and one of them 
breaks down, it is quite possible that 
WPB will decide that the bank can get 
along with nine elevators. On the other 
hand, if all 10 elevators are put out of 
commission, that is unquestionably a 
real emergency. The thing for a bank to 
do in that case is to telephone at once to 
the nearest WPB office, which will 
obtain from Washington telegraphic 
authorization for the repairs. 

The WPB is giving banks every as- 
sistance in converting oil burners to the 
use of coal. This is at present primarily 
a problem along the East Coast, but 
there it is a very important problem. 
Conversion from oil-burning equipment 
is a “construction” job which requires 
the use of application form PD-200. 
It is not to be taken for granted that 
any such application will be automati- 
cally granted. The amount of fuel oil 
saved must be sufficient to justify the 
step. All PD-200 applications from 
banks, like any other requests for 
WPB aid that come in from the banks, 
pass through the Financial and Busi- 
ness Services Section of the Services 
Branch, of which J. D. Vail, Jr., is sec- 
tion chief. 

Form PD-200 is often filed by the 
engineer in charge of the construction 
project, but it may be filed by the bank 
itself. Once a project is okayed by the 
WPB, the latter assigns priority ratings 
sufficiently high to insure that all of 
the necessary material will be obtained. 
Occasionally it happens that for one 
or another item requested in the PD-200 
application, the rating assigned proves 
too low. In that event, the applicant 
must come back to WPB again. 


Axy construction project, whether for 
the conversion of oil-burning equip- 
ment or other structural changes, must 
have the approval of WPB. A bank that 
wants to enlarge its directors’ room may 
save itself trouble by simply not apply- 
ing for approval, since such approval 
will not be granted. On the other hand, 
if a bank is in the neighborhood of an 
Army camp or in a defense community 
and has a justifiable reason for wanting 
to make some changes in or additions 
to its premises, it has a good chance 
of success. Naturally, for minor repairs 
which fall below the exemption granted 
to everyone by the WPB’s construction 
limitation order banks receive the same 
treatment as anyone else. 
(CONTINUED ON PAGE 170) 
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...Old Friends in a New Light! 


September 1942 


Today’s problems of manpower, wages and hours point directly 
to the advantages of more mechanization in your work ... yet 


priorities definitely limit the installation of new equipment. 


But there is an answer! Consider the possibilities in those 
National Accounting-Bookkeeping Machines you already have. 
How many more operations can these old friends perform? Many 
institutions have substantially increased their mechanization with 
machines already in use! 


National Machines speed work, lessen man-hours, cut waste 
and save money .. . just the advantages you want today. Are you 
getting the most out of yours? Call in the National man .. . per- 
haps he can point out additional operations that can be handled 
on your machines, new short-cuts, combination jobs to save man- 
power and supplies. 


Your Nationals will last longer with regular professional in- 
spection and care. Have our factory-trained servicemen keep them 
in shape with timely repairs and standard parts. 


National service is set up to help you see this through. Our 
aim: to have every National doing every job it can. Why not look 
at these old friends in a new light? 


avs The National Cash Register Company 


REVISE 
SERVICE CHARGES 
NOW 


But Do It Right 


Our staff has installed service charges 
in hundreds of banks. We'll be glad 


to talk it over without obligation to 


you. 


* 


Write for Booklet 


KENNEDY SINGLAIRE, ING. 
New Business fo Banks 


140 CEDAR STREET, NEW YORK, N. Y. 


BANK’S SUPPLY PROBLEM— 


Continued 


It would seem that in the coming 
Winter and thereafter, so long as the 
war lasts, banks will have to inaugurate 
various innovations in their business 
practices. Heatless days are a distinct 
likelihood next Winter. The pooling 
of equipment has been suggested and 
is already being tried in some places, 
Longer hours for bank workers, the 
staggering of customers’ banking hours, 
the elimination of some services now 
being rendered, and the like, are among 
the innovations which appear to be 
coming. 

Some of these innovations would 
have to be brought about by the united 
action of all of the banks in a given 
community. For example, in a certain 
Massachusetts town three banks re- 
quested from WPB authorization to 
buy microfilm machines. Instead of 
granting permission for the purchase of 
three such machines, WPB’s Financial 
and Business Services Section sug- 
gested that one machine be purchased 
and its use shared. As a result of this 
suggestion, six banks in the community 
are now using one microfilm machine, 
which is sent around from one bank to 
another as the need arises. This ex- 
ample may be followed by the banks in 
many communities in the case of any 
portable machine. 


Nor only bank employees, but also 
bank machines will have to be working 
longer hours, owing partly to the in- 
creased volume of banking business and, 
as time passes, to the increased employ- 
ment by banks of new and unskilled 
persons. In other words, bank ma- 
chines will not be used so efficiently 
as heretofore and as a result, not- 
withstanding the increased cost for 
overtime pay, the time seems to be 
approaching when bank machines in 
busy localities will be used around the 
clock. 

The staggering of customers’ hours 
may be done in various ways. For 
example, all customers whose names 
begin with the letters A to F might be 
required to do their banking within 
certain specified hours. Here again joint 
action by all of the competing banks 
in a given community seems to be 
called for. 

The WPB has found that the banks 
have conducted themselves admirably, 
insofar as concerns requests for capital 
equipment, and these officials urge 
banks to keep their present equipment 
in tip-top working order by taking the 
best of care of it. 
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The famous old minstrel line, “Ah Todd passbooks and Todd checks offer the protective features that 
wants mo’ money!” is a sentiment profitable customers appreciate, when these advantages are once 
as wide-spread today as ever. No- brought to their attention. 
where is the need of additional When you make the Todd Pay-As-You-Go System available 
earnings more acutely felt than to your depositors, you receive tested plans for merchandising it 
successfully. These methods have enabled banks throughout the 
The Todd Pay-As-You-Go country to tap this growing market for a means of paying bills 
Checking Account System is a real- conveniently, safely and at low cost...and saving the customer's 
istic means of adding to a bank’s time, tires and gasoline. It’s one bank service that is growing in 
profit account for these reasons: volume and earnings in wartime! May we send you the details? 


among banks. 


THE TODD COMPANY, INC., ROCHESTER, NEW YORK 


Please send samples of Todd checks and more information about 
your tested plans for building profitable bank business. 


BANK NAME_ 


ADDRESS ROCHESTER NEW YORK 


OFFICES IN ALL PRINCIPAL CITIES 


| > 
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Conservation—the Keynote 
in this wartime emergency 


Remington Rand’s newly launched 
typewriter conservation plan has been 
used in the nation’s capital by many 
governmental departments and is soon 
to be extended to the entire country so 
that bankers will in turn benefit from 
this service during the war emergency. 

The program carries no “commer- 
cialism” and consists of many vital 
factors in today’s picture: 


SINCE 1898 


to Recapitulation Sheets. 


State in the Country. 


immediately, of course. 


GENERAL 


OFFICES: 


HELPING BANKS 


Yes, since 1898 this organization has contributed substan- 
tially toward the economical development of all kinds of Bank 


Stationery... all Banking Forms... from Deposit Slips and Checks 


Our completely modern Plant, equipped for both litho- 
graphic and printing processes, has produced millions of dollars 
worth of Bank Stationery and shipped this great volume to every 


We sell by Mail, ONLY. You sense the incident economy 


ARTHUR THOMPSON & C0. 


BALTIMORE, MD. 


WARTIME MAIL MUST GO THROUGH—FASTER 


NPM representatives are on the job to see that there are no delays in 
your mailroom to hold up the delivery of vital wartime correspondence. 
Count on them to render Complete Mailroom Service. 


MODERN MAILING MACHINES 


THE NPM METERED MAIL SYSTEM 
POSTAL AND PARCEL POST SCALES 
LETTER OPENERS—ENVELOPE SEALERS 
NPM MULTIPOST STAMP AFFIXERS 


NATIONAL POSTAL METER COMPANY, INC. 


SERVING AMERICAN BANKERS 


Service and Equipment Suppliers Say: | 


(1) Selling of service work is not the 
key to the conservation plan, but rather 
the selling of the idea that if machines 
are properly treated a minimum of 
repair work will result. 

(2) As operators must care for their 
typewriters from day to day, from 
week to week, they are lectured and 
instructed on how to clean, dust and 
protect their machines, with a reminder 
folder left with them illustrating each 
step. 

(3) Abuses and misuses are pointed 


SAVE MONEY 


Write, Wire or Phone 
for Samples .. . You'll 
Be Glad You Did. 


ROCHESTER, NEW VYORE 


out to operators as a curb on mistreat- 
ment of typewriters. 
/ 

(4) Owners are given a thorough 
report on the condition of their type- 
writers at the time the survey is made, 
which is prior to the lecture-demon- 
stration. 

(5) Typing short cuts that speed 
writing production are shown to the 
operators and a copy of Remington’s 
famous booklet “25 Typing Short Cuts” 
is left in their hands. 

(6) Periodic check-ups are urged at 
the conclusion of each conservation plan 
presentation. 

Other divisions of Remington Rand 
have been similarly geared to present- 
day problems of maintenance and 
service. A corps of more than 1,000 
factory-trained service men at over 200 
authorized service stations are now 
afield making every effort to keep bank 
business machines running for the dura- 
tion . . . at top speed and accuracy. 

The situation on new equipment is 
controlled by a Limitation Order issued 
by WPB. However, record-keeping 
equipment using wood and plastic alter- 
nates for steel are available in adequate 
quantity for new installations. This 
conversion covers Kardex Visible Rec- 
ords, Kolect-A-Matic Visible Records, 
and a varied line of filing cabinets. 


Conservation reduces repairs to a minimum 


Certain types of Remington Rand 
tabulating equipment are still available 
to banks, and as an emergency service 
to handle expanded bank operations 
the firm has a limited line of rebuilt 
adding and bookkeeping machines for 
immediate delivery. But on the whole 
manufacturing facilities are now em- 
ployed in the production of vital war 
materials. Behind this scene there’s 
stimulated activity in the research sec- 
tions of each division planning equip- 
ment to meet the post-war demands. 

(CONTINUED ON PAGE 75) 
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Coongratulations 


... To the Members of The American 
Bankers Association for the cooperative 
spirit shown in cancelling the annual ABA 
Convention in deference to the policies of 


the Director of Defense Transportation. 


... To “‘Banking’’ for the farsightedness 
it has shown by substituting the printed 


page for the convention platform. 


ASIN 
NTERNATIONAL 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


September 1942 


| 
) 
) 
| 
| 
| 
n 
d 
e 
e 
t 
ir 
le 
l- 
G 73 


This is our third war since 1871 —and the makers 
of La Monte Safety Paper are proud to be serving 
America, today —as never before. ».» Many may 
wonder how vital a part Check Paper plays in the 
winning of a war. Think for a minute of what 
goes on behind the battle lines, in the field of 
production. Just as our standing army has been 
increased from thousands to a war-time strength 
of millions—everything here is multiplied enor- 


mously — men, materials and “output” reaching 


staggering figures. » » All this must be paid for 


—with checks used in over 90% of these trans- 
actions. » » And since La Monte Safety Paper is 
regarded as America’s outstanding Check Paper — 
being preferred by leading banks, business houses 
and many departments of our Federal and State 
Governments — our product is, today, more in de- 
mand than ever. » » These are times when every- 
one must safeguard against loss ... delays .. . 
confusion. Are your checks fully protected? Ask 
your lithographer or printer to show you samples 
of La Monte Safety Papers. 


LA MONTE SZpoty PAPER 
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‘SERVICE AND EQUIPMENT—Continued 


' Protective measures important . . . 


_ Tue protection of vital financial rec- 
"ords against the hazards of bombing 
"and sabotage is Recordak’s important 
"contribution to the wartime operation 
- of the nation’s banks. 

_ Since December last, banks, business 
4 organizations and industrial concerns— 
' particularly those located along the 
| seaboards—have turned more and more 
" to Recordak microfilming as a practical 
" safeguard of important and voluminous 
' files and records. The compact “files 
"on film” are more readily stored in 
| places less vunerable to air-raid destruc- 
© tion as was shown in the Battle of 
Britain. 

As a further measure of protection 
"many banks have made reciprocal ar- 
rangements with inland correspondents 
for storing copies of each other’s films. 

Thus, should the originals be damaged 

or destroyed, duplicate photographically 

' accurate sets are available to replace 
the loss. 
’ Other institutions are offering the 
use of Recordak equipment to customers 
as a special emergency service feature, 
the files being later stored in safe 
deposit vaults. 

Because wartime production has 
placed many limitations on the manu- 
facture and distribution of office equip- 
ment, Recordak, like other firms, has 
been unable to deliver on numerous 
back orders placed during the emer- 
gency period. But to provide institutions 
an alternative service the company has 
established Customer Service Depart- 
ments in 16 branch offices throughout 
the country. Records are either brought 
or expressed to the nearest office for 
film recording by experienced experts. 

This service has relieved the conges- 
tion of work caused by the lack of 
machines for individual use. 


Service training for 
woman-power . . . 


The problem of supplying “service- 
manpower”’ to meet the wartime needs 
of machine maintenance is being met by 
the International Business Machines 
Corporation with an intensive educa- 
tional program at the IBM schoolhouse 
at Endicott, New York. Current ses- 
sions include after-hour classes for 
factory employees, training in systems 
service for young college women; cus- 
tomer engineering, extension courses for 
field offices, research in future market 
requirements, and extensive training of 
machine operators. 
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Expert instruction, 
individual demon- 
strations and prac- 
tice speed the train- 
ing of summer 
school students at 
the IBM _ School, 
Endicott, New York 


The Summer session for factory em- 
ployees has a new all-time record enrol- 
ment of 1,368 students—a whole new 
corps of future “service men” and 
operators to fill the places vacated by 
the draft. 

Since 1935, when Thomas J. Watson, 
president of IBM, opened a new career 
field for women by forming the first 
class of instruction for systems service 
women, the company has annually con- 
ducted three months’ courses in which 
selected groups of young college women 
learn the installation of electric account- 
ing machines, the accounting applica- 
tions of the machines, and the training 
of operators. The present class is com- 
posed of 79 young college graduates of 
56 colleges and universities who come 
from 26 states, Canada and Argentina. 

The school has offered special sessions 
for bank employees operating IBM 
machines. 

The department of logistics of IBM 
recently inaugurated a war accounting 
service as an aid to management in 
meeting the accounting and statistical 
requirements of various governmental 
agencies. The service takes the form 
of regularly published bulletins which 
propose to condense the various laws, 
or regulations affecting important in- 
dustries by placing the accounting and 
statistical requirements in the fore- 
ground. Special editions will be released 
also on other current topics. 


Help for your public 
relations program . . . 


The high spot in the Todd Company’s 
wartime service is a plan to help banks 
earn more goodwill by suggesting a 
cure for their customers’ payroll prob- 
lems via the ABC System and Form- 
Master. Payroll experts working with 
banks diagnose local situations, help 
meet record-keeping requirements of 
wage and hour division and other 
government agencies, cut payroll post- 


ing time in half and avoid penalties and 
unfavorable publicity. 

Todd’s research department is de- 
voted to creating and installing business 
building plans and aids for bank cus- 
tomers. This program is supported by 
increased representation from the home 
office. It includes a popular film short, 
“Selling Your Bank” for employee 
groups, and a booklet, “Better Bank 
Letters,” containing 28 practical sug- 
gestions to foster goodwill. This piece 
has been sent gratis to banks. 

The priorities problem of Wire-o 
checkbook bindings has been solved by 
redesigning so that one-third of the 
material is required. 

Pay-as-you-go check systems are de- 
veloping new markets over the country 
and meeting the new profit require- 
ments on present lower earnings. 

The machine division of Todd, while 
devoting more than the normal total 
production to Army, Navy and muni- 
tions, focuses field attention to servicing 
Protectograph Check Writers and Sign 
ers to make them last for the duration. 


Wartime reaction and the 
new business question . . . 


AFTER 44 years of service the Purse 
Company of Chattanooga, Tennessee, 
continues to view the future of trust 
service as an undeveloped field of bank- 
ing which offers definite opportunities 
for growth. 

Wartime reaction bears strongly on 
the new business question. Reports from 
reliable sources indicate that there has 
been a tremendous increase in Great 
Britain in wills drawn under which trust 
institutions are named. 

Summarizing its national experience, 
the Purse Company claims there is a 
growing determination on the part of 
bankers to plan for trust development 
now. More bank presidents are help- 
ing produce new business. 

(CONTINUED ON PAGE 78) 
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A RESERVOIR OF FIGURE PRODUCTION 
TO LAST FOR THE DURATION 


Stop and think for a minute what an invaluable asset you have in your speedy, accurate 
Monroe machines—without them the tempo of your business would be slowed down to the 
danger point. 


Remember that the supply of these machines is very limited—the steel, the skill, the 
man-power that makes them must go into war production for Victory. 


Every Monroe machine was made to last for many 
years of steady, continuous figure production. Before 
your Monroes left our factory, they were subjected to 
every possible test. They are sturdy, precision-made 
tools that are vitally necessary to your business. 


Monroe puts at your disposal the means of caring 
for your Monroe equipment so that it will carry on 
dependably and accurately for the duration. 


MONROE ADDING-LISTING MACH 
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A NATION-WIDE SERVICE ORGANIZATION 
AS NEAR AS YOUR TELEPHONE 


Monroe service is rendered through a nation-wide organization owned and operated 
by the Monroe Company—for that reason we can assume the responsibility of 
keeping your Monroe equipment efficiently at work. 


We offer every Monroe user these definite services: 


Expert analysis of your figure work and your forms so that you may 
get the utmost value of Monroe short-cut methods, in order to reduce 


idle time to a minimum. 


Mechanical service on a Guaranteed Maintenance basis at nominal 
cost. Your Monroes are placed in charge of a factory-trained specialist, 
who uses genuine Monroe parts, and whose duty it is to inspect 
your Monroe machines regularly and keep them operating efficiently. 
Call your nearest Monroe branch or write us for full details of the Monroe 


Guaranteed Maintenance Plan. 


MONROE CALCULATING MACHINE COMPANY, Inc. 
ORANGE, NEW JERSEY 


-— 


= 


MACHINES FOR CALCULATING, 
ADDING, BOOKKEEPING 
AND CHECKWRITING 


INROE ADDING-CALCULATOR MONROE BOOKKEEPING MACHINE 
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SERVICE AND EQUIP- 
MENT—Continued 


Relocation of idle machines 
helps the war effort . . . 


Dictaphone Corporation—likewise 
affected by manufacturing restrictions 
and preference rated sales—makes a 
straightforward appeal to bankers and 
businessmen for all-out cooperation on 
a program of maintenance and con- 
servation of present equipment. 

Since, in most cases, present instru- 
ments must-last for the duration, Dicta- 
phone has streamlined maintenance to 
a monthly inspection service with a 
guarantee of 30 days of efficient, unin- 
terrupted service. Emergency calls, if 


NO FILE SHORTAGE IF YOU TRANSFER 
YOUR INACTIVE RECORDS TO THESE 
LOWEST PRICE FIBRE BOARD UNITS 


60 Standard Sizes 
Plus special sizes to your own dimensions 


Save Money — Buy Direct = Bulletin Free 
Cc. F. KAPPES, Manufacturer 
59 So. 15th Street PITTSBURGH, PA. 


REDUCE OPERATING COSTS 


BANKING FORMS 


as recommended by 
BANK MANAGEMENT COMMISSION 
AMERICAN BANKERS ASSOCIATION 
in its 
“Simplified Banking Forms and Procedure” 

Start now to reduce operating costs, loss of 
time and labor . . . end waste of unused and 
unnecessary forms. Use Simplified Banking 
Forms as developed by the Bank Manage- 
ment Commission through careful planning 
and experience. Now available in quanti- 
ties you use, at savings made possible by 
volume production. Write today for free 
catalog, samples and prices. 


BANK SPECIALTIES COMPANY 
PRINTERS 
119 W. Harrison Street., CHICAGO 


made necessary by accident, fire, or any 
other reason, are made without. extra 
charge. The plan also includes service 
and operation surveys, help in breaking 
in new users, inventory systems for 
supplies, etc. 

The-second major feature of its war- 
time policy is called the Relocation 
Service. Dictaphone makes a standing 
offer to buy back all idle instruments at 
appraised values for reconditioning and 
resale to firms whose equipment is in- 
adequate to handle the wartime load 
of dictation and correspondence. 

For banks which are now tackling the 
problem of training new employees, 
Dictaphone offers a release of two edu- 
cational films on the use and applica- 
tion of equipment. Amusing, human, 
instructive—the background stories of 
both films touch upon some everyday 
problems and people in an average 
office and makes a real contribution to 
the important subjects of personnel 
relations and office management, and 
salesmanship. The titles are “What’s 
An Office Anyway?” and “Two Sales- 
men In Search of An Order.’”’ Group 
showing may be arranged by writing 
Dictaphone Corporation, New York 
City, or through local representatives. 


Hasten the post . . . 


Now, when the need for speed is of 
prime importance, the National Postal 
Meter Company, Inc., offers a com- 
plete mailroom service. NPM repre- 
sentatives in more than 40 cities are 
making it their wartime job to see that 
costly bottlenecks are eliminated in 
mailrooms. Banks experiencing delays 
in the dispatch of incoming and out- 
going mail are invited to avail them- 
selves of this service. 

The originators of the metered mail 
system have now added other types of 
machines for every mailroom need. 
Included in the current line are hand- 
operated and electric letter openers that 
speed up office operations at the begin- 
ning of the day, and sealing machines 
to hasten the post at the close of busi- 
ness. There is also the Multipost stamp 
affixer that double times the output 
of mail and which protects postage 
stamps from loss or damage. 

Of especial interest to many bankers 
is the new line of postage computing 
scales for regular and parcel post mail- 
ings. These are now on the market in 
two models: the Model 100 Postal Scale 
and Model 970 Parcel Post Scale. They 
are precision devices which not only 
give accurate weight but also indicate 
instantly correct postage for any class, 
weight and zone on easy-to-read charts. 


Protect the 
intensified loan risks . . 


In defining the crux of the present 
situation on the guarantee of accounts 
receivable, the American Credit In- 
demnity Company of New York points 
to the quick conversion of American 
industry from civilian to war production 
and the entirely new problems this 
creates for banks and creditors alike. 
Under the present setup relatively few 
firms are prime contractors selling to 
the Government, but from these stem a 
multitude of sub-contractors who have 
now acquired a group of customers with 
whom they have had no previous ex- 
perience. Consequently, instead of doing 
business with an old customer, it is 
essential to determine the credit respon- 
sibility of a new customer engaged, in 
many instances, in an unfamiliar type 
of business. 

The creditor sub-contractor has an- 
other difficulty also related to this 
condition. If he refuses credit to a prime 
contractor, or to another sub-con- 
tractor, he must be prepared to prove 
to the Government’s satisfaction that 
his refusal is entirely justified. 

This analysis, applied to bank war- 
time lending, shows the importance of 
indemnity. 

(CONTINUED ON PAGE 82) 


“Investment income down—loans 
decreasing what's the answer for 
our bank?” 


“Develop trust business—and now, 
with people more than ever con- 
cerned about their families’ future, 
well-planned trust advertising is a 


MUST for every bank.” 


From coast to coast, Purse service 
is helping banks to make the most 
of this opportunity. It can be 
adapted to your market and your 
budget. Write for information. 


The PURSE Company 


Chattanooga, Tennessee 
Headquarters for Trust Advertising 
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CONTACTS 


It begins to look as though we are going to ex- 
perience some difficulty in maintaining personal 
contacts. Up to the present time, we have been 
able to get around the territory conveniently 
enough even though many of our men have had 
to take on additional work. As time goes on, 
however, we will have to depend more and more 
upon the printed word to carry our message and 
we will face competition for reader interest 
which will be a challenge to us to make our 
communications as informative as possible. We 
hope that in this respect we will be able to 


qualify. 


The editorial staff of BANKING is doing a re- 
markably fine job in taking this year’s confer- 
ence into your offices and homes. We are pleased 
to have the opportunity of expressing to you all 
through this medium our sincere appreciation 
for your patronage and especially for your 
friendliness and cooperation. The presence of 
our people at your conferences in the past has 
kept them attuned tothe thinking of the banking 
fraternity and their personal contacts with you 
have provided the thoughts that have enabled 
us to keep our merchandising program 

up to the minute and paced to your 
needs. Now, we face a real prob- 
lem because we won't have as 
many opportunities to sit down 
and exchange ideas, but we 
will do the best we can through 


other means of communication. 


Manufacturing Plants at * NEW YORK 
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you personally at an 
bne 


other A.B.A. Convention. 


CLEVELAND 


Right now we are endeavoring to adapt the use 
of our product to the banks’ need for increasing 
service charge revenue, reducing costs, and step- 
ping up their merchandising and customer rela- 
tions activities. Our Personalized Check Plan 
appears to be catching hold. More and more 
banks are finding it a money saver, as well as a 
splendid customer relations activity, and of 
great assistance in sorting and filing within the 
banks. The sale of bank Money Orders is im- 
proving because of the great shifting army of 
workers who do not now have checking accounts 
but who must continually transfer funds. We 
are enlarging our offering of publicity material 
and sales helps on both of these items and we 
are securing each day more factual information 
that will help banks reduce their costs and im- 


prove their revenue. 


In January of this year, our advertisement in 
this publication stated that we held a strong 
conviction that there would be no restrictions 
placed upon the use of bank checks and that we 
were approaching the new year confident that 
our standards of service would be maintained 
and, further, that we expected to serve 

even more banks this year than 
ever before. We reaffirm these 
statements now and we hope it 
will not be long before we 


again have the privilege of 


CHICAGO KANSAS CITY ST. LOUIS 
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ON BUSINESS MACHINES AND Office EQUIPMENT 


ADDING, BOOKKEEPING, CALCULATING, 
PUNCHED-CARD ACCOUNTING and TABU- 
LATING MACHINES are under Government restriction orders. 


Bankers must make their present equipment last the duration. Here’s how 
Remington Rand can help see you through: a. MECHANICAL service... 
at all Remington Rand offices is by factory-trained, experienced 
personnel schooled in precision workmanship, qualified 
to clean, lubricate, adjust and replace worn parts in 
your business machines to performance of highest ac- 
curacy. One-Year and Three-Year Maintenance Agree- 
ments assure uninterrupted use in handling of 
records. b. BUSI- 


the war emergency, 


regular work, as well as bond and tax 
NESS MACHINE ADVISORY service, in 

shows graphically Llate how to get more production from your present 
equipment through its adaptation to coming needs. A call to our 
local office will re- sult in thorough survey with recommendation 


tailored to your own accounting and bookkeeping problems. 


TYPEWRITERS, Standard, Noiseless and Portable, also 
under Government restriction orders. Remington's Typewriter 
Conservation Plan provides all-out aid to Banks to” Keep ‘em Typing.” 
a. MECHANICAL survey of the condition of your 


with recommendations to prolong machine life. 


machines made 
One-Year Serv- 
ice Agreement puts typewriters under expert care, assures 
continued production of vital written material. b. LECTURE DEAONSTRA- 
TION TO OPERATORS to ‘point out how typists can help conserve their 
machines from day to 

shorthand notebook left | 
done. c. ADVISORY service on typewriter production as well 


as short cut instruction saves time, speeds written material to its goal. 


day, from week to week. Folder to fit 


as daily reminder of what should be 


The Remington Typewriter Conservation Plan has been approved by Donald 
M. Nelson, Chairman of the War Production Board, and presented to over 
10,000 Government typists in Washington with outstanding success. Give 


your typewriters and typists the bene- 
fit of Remington's 68 years of leader- 
ship with your own conServation effort 


now. No obligation. 


DUPLICATOR SUP- 
PLIES, including RR-2 


Stencils,RR-2CorrectionFluid 
and RR-2 Duplicating Ink, are 
on sale for banks at all 
Remington Rand offices. This — 


famous line of necessities for clear 


= duplication of all types of 
material saves time and 
labor when it's needed 
most — today. Secreterial 
Line-A-Time Copy Holders 


not available in order to release vital 


metal for war production. 


REMTICO CARBON 
PAPER and RIBBONS 


for all types of business machines and 
typewriters continue to hold 
} their position as the quality 
supplies of today. Banks 
may purchase from local 
office stocks to assure clean 

and clear figure work with 


large demands to the armed & 


forces given preference. 


REMINGTON RAND SERVICE STATIONS IN ALL PRINCIPAL CITIES 


BANKING 


| Ve bale HERE’S THE SCORE TODAY 


FORMER STEEL FILES, CABINETS, FURNITURE, TRANSFER CASES, KARDEX 
and KOLECT-A-MATIC NOW AVAILABLE IN WOOD comprise the finest alternate line 


in the nation today. Remington Rand resourcefully adapts this line in the war emergency 
to perform the same efficient operation as their predecessors in steel... in WOOD! Each 
product finished in business-like olive green — to match your present equipment. Remington 
Rand’s large line of paper items — forms, filing systems, folders, etc. — 


continue to furnish banks with increased quantities to meet the expanded needs of today. 


Safe-Files and Safe-Cabinets not obtainable with no alternates so as to re- 


INSTALLATION ADVISORY SERVICE... 


In view of today's changing picture, Remington Rand's regular Advisory Service on Business 


Methods and Equipment Arrangement is available for the asking. Thousands of concerns have 


lease steel for war production. 


found our recommendations sound and practical as in each case they are tailored to the speci- 


fic requirements, elastic to change. Call our local office now. No obligation. 


When the world is free, there will be more of the world famous 
Remington Rand products for the office. When Victory is won 


great strides will be made through research and engineering 
advancement to further the swift, efficient conduct of Banking in 
the United States and the World. 


HERE’S OUR SCORE ON WAR PRODUCTION 


In place of its line of regular prod- 


Colt Automatic Revolvers 


ucts, Remington Rand is producing and other items to help equip 
more and more Armor-Piercing, 


Anti-Aircraft Shells and Hamilton 


the United Nations with the best. 
Our personnel, equipment and re- 


Standard Propellers sources are dedicated to freeing 


HELP SELL AND BUY MORE U. S. WAR SAVINGS BONDS AND STAMPS! 
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knock the Luftwaffe 
the sky; more and more 
Piercing, Anti-Tank Shells 
to stop the Axis mechanized 


forces; and more and more 


the world of aggression and terror- 
ism and will remain so until a com- 


plete United Nations victory is won. 


REMINGTON RAND 


BACK UP THE MEN AT THE FRONT! 
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KEEPING PACE 


War economy has been a severe 
test on America’s industrial forces. 
Many have successfully won the 
battle of conversion from the man- 
ufacture of peace time articles to 
mass production of war materials. 
Numerous others, however, have 
had their normal business drasti- 
cally curtailed or interrupted by 
priorities in essential raw materi- 
als, labor problems, or distribu- 
tion methods. 


For many years we have special- 


ized as consultants to industrial 
corporations on problems con- 
cerned with keeping pace with 
changing conditions adversely af- 
fecting business. 


We shall be pleased to discuss 
how our facilities may be of aid 
in your specific problem. 


Bitting 


CONSULTANTS 
SURVEYS REPORTS 
MANAGEMENT 


20 Exchange Place, New York 


GUARD AGAINST LOSS 


| OF TIME AND PAPERS 


Don't blame your secretary when she 
can't quickly find letters and papers in 
old-fashioned, disorderly files. Save 
time and temper, achieve accuracy, 
get real, smooth-running filing and 
finding efficiency by installing the new 
PENDAFLEX! 


NO NEW CABINETS NEEDED. PENDAFLEX 
folders hang in place on simple frames that 
fit all standard file drawers. Because they hang, 
they can’t slump. Perfect order means always 
visible tabs, transforming laborious searching 
to instant visible reference, eliminating most 
misfiling and losing of papers. 

PENDAIFLEX reduces filing and finding time 
20% —a payroll saving that pays off the 
cost of changing to PENDAFLEX faster 
filing. Get the reasons why banks everywhere 
are speeding office efficiency with the new 


PENDAFLEX. Mail the coupon fteday! 


--= FREE SAMPLE & BOOKLET----. 


OXFORD FILING SUPPLY CO. 
— 334 Morgan Ave., Brooklyn, N. Y. § 
: Send me FREE sample of your Oxford Pendaflex folder F 
i and new, illustrated, fact-full booklet: "How to Cut © 
filing Costs 20%." No obligation. 
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SERVICE AND EQUIP- 
MENT—Continued 


Don’t assume you can’t get 
equipment until you try .. . 

There are two ways in which an office 
equipment company, devoted to pro- 
duction of war material and of normal 
products for war purposes only, can 
serve its bank customers. 

One is to supply the best service at its 
command—not only mechanical service, 
but help in getting the greatest possible 
use from existing equipment. The Na- 
tional Cash Register Company is main- 
taining its staff of factory-trained repair 
and maintenance men; the repair parts 
used are factory-made and of the same 
quality as heretofore. The services of 
its carefully trained systems men are 
available without charge to banks all 
over the country. 

The second service is to supply such 
equipment to banks as is available. The 
rulings of WPB have required a cessa- 
tion of construction of most equipment 
of specific utility for banking, but some 
new equipment, manufactured prior to 
the “freeze”? may be available, such as 
bank proof machines. No bank which 
must conserve manpower and time 
should assume that it cannot obtain 
equipment until inquiry has been made. 


National Advisory Service 
for wartime needs . . . 


To fill the gap in the curtailed pro- 
duction of voice-writing equipment 
as regulated by WPB, the Ediphone 
Division of Thomas A. Edison, Incor- 
porated, has instituted a national ad- 
visory service for wartime needs. This 
program fits a group of factory services 
into a recommended plan of self-help 
for all users. 

The efficient operation of present 
equipment—and whatever new units 
may be obtained under high preference 
rating—is assured by the following 
factory offer: 

1. Numerous timely suggestions for 
executives and secretaries to increase 
their accomplishment with machines— 
saving time and effort. 

2. Maintenance tips and help in the 
job of keeping present equipment at 
the peak of mechanical perfection. 

3. Help in instructing the use of ma- 
chines to new executives and secre- 
taries, which may also entail a program 
of reallocating machines among depart- 
ments on a “borrowing” basis to give 
maximum performance. 

4. Assistance with transcribing per- 
sonnel problems, insofar as local em- 
ployment conditions permit. 


5. Advice on inventory controls and 
recommended systems. 

6. Complete maintenance service, 
and making available as many recon- 
ditioned instruments as possible. 

Ediphone gives a more comprehen- 
sive outline of the benefits of the 
advisory service in a new 16-page book- 
let “Making Your Ediphone System 
Serve Your Wartime Needs.” 


Maintenance saves the wear 
and tear on machines . . 


During the war period, while the 
products of Monroe Calculating Ma- 
chine Company, Inc.,—calculating, add- 
ing and bookkeeping machines—are 
being exclusively supplied to the Army, 
Navy and war industries, it is highly 
important to adopt conservation meas- 
ures and search out new applications. 

Maintenance agreements, which in- 
clude a stepped-up schedule of regular 
inspections, are essentially the insurance 
for longer machine life and peak effi- 
ciency. 

Machine hours, no less than man- 
hours, is a prime consideration today. 
Idle equipment is time lost. Maximum 
use of all machines can be accomplished 
by obtaining a full knowledge of the use 
and application of the equipment on all 
banking figure problems. This suggests 
an internal survey of available equip- 
ment, potential work production and 
operators available. Where the shortage 
falls upon lack of operators, Monroe’s 
local offices will gladly furnish expert 
instruction for novices. 

As an alternative for maintenance 
agreements, Monroe suggests a C.O.A. 
service, which entails dismantling and 
hand-cleaning motor and _ operating 
mechanisms, oiling and adjusting all 
moving parts for accuracy and align- 
ment. Care of present equipment is 
a more essential wartime job. 

(CONTINUED ON PAGE 84) 


CONVERSION—Fingers skilled in assem- 
bling phonograph parts now work on plane 
control panels 
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There are plenty of cylinders for the 


BATTLE OF BRAINS 


* HELPING TO WIN THE WAR IS 


ACCURATE AS A TARGET RIFLE... fast-firing as a Garand 
... the U. S. Army’s deadly new anti-aircraft guns are de- 
signed to take a terrible toll of enemy planes. 


These guns are aimed and fired by remote control. The 
marksman simply sights and follows the target with a finder, 
and releases the trip mechanism which fires the gun. The 
gun barrel swings in unison with the aiming device. 


To Dictaphone Corporation went the difficult task of 
making the precise and intricate control system—the brains of the 
mechanism. This device enables the guns to get into action with 
deadly accuracy and almost incredible speed, the instant the 
enemy is sighted. 


Thus the skill and precision which have been developed in the 
manufacture of Dictaphone dictating machines have now been 
turned to make one of the Army’s most complex mechanisms. 


D ] CTA PH O N E ACOUSTICORD DICTATING EQUIPMENT 
ELECTRICORD RECORDING EQUIPMENT 
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Because they are made en- 
tirely of non-critical mate- 
rials, Dictaphone cylinders 
for dictating machines will 
continue to be available for the duration. 
There is no need to hoard them. 

This is good news, indeed, to executives 
who are using dictating machines to keep 
pace with the accelerated mental produc- 
tion required in today’s battle of brains. 

Dictaphone equipment likewise is still 
available. It has to be distributed with a 
greater sense of responsibility than for- 
merly, but if you are an over-worked pro- 
duction executive trying to keep ahead 
of almost incredible volumes of work you 
owe it to yourself to get in touch with us. 

In the Army, Navy and other vital war 
services Dictaphone equipment has shown 
itself indispensable to a variety of uses. 
Now, when all America is united in the 
greatest single task of all, the value of the 
Dictaphone Method is being proved as 
never before. 

After the war is won we'll be ready to 
serve thousands of businessmen who by 
war necessity have learned the advantages 
of doing away with such handicapping 
habits as antiquated, time-wasting, two- 
person dictation. Dictaphone Corpora- 
tion, 420 Lexington Avenue, New York. 


DICTAPHONE’S NO. 1 JOB TODAY * 


ALL DICTAPHONE ELECTRICORD* EQUIPMENT is designed 
or reserved for the armed services and their direct suppliers. 

Today in airplane control centers are batteries of Dicta- 

phone Electricord Belt Recorders which make permanent 
records of all flight instructions. Continuous recording is 
done on small flexible belts which are practically unbreak- 
able, and which can be folded and filed away. 

Another development is the Dictaphone Special Electri- 
cord recording-reproducing machine which records from electric 
communications equipment and is being made for the U. S. Army 
Signal Corps and other essential war services. 

This special equipment for war use is typical of the developments 
of Dictaphone research which will be available for civilian use 
after the war is won. 


*The name Electricord, formerly Telecord, is now applied 
to Dictaphone equipment which is electrically amplified. 


sorties to which said Trade-Mark is Applied. 
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To the officers of A.B.A. member banks 
and trust companies in charge of director, 
stockholder and customer relations 


OOK at the second section of the July issue of 
BANKING. There in 24 pages is a story. The 
story of BANKS IN THE WAR. Reprints of this 
section are now available in booklet form. Many 
banks and trust companies are using these booklets 
as “war insurance” in their public relations pro- 
gram. Here is your opportunity to make reprints of 
this section available to influential members of your 
community. It is a fine springboard for your wartime 
public relations program. BANKS IN THE WAR is 
invaluable material. How many copies can you use? 


Prices including shipping charges: 


10 copies J 100 copies 
25 copies F 250 copies 
50 copies J 500 copies 
75 copies i 1000 copies 


Over 1000, additional copies 12\ec per copy 


If you would like to have us imprint the copies you order with 
“Compliments of (the name of your bank or trust company)” 
there is a slight additional charge of only $2.50 —and this 
imprinting can be done only on quantities of 10 or more if your 
order is placed promptly. 


The earlier we may know how many copies of BANKS IN THE 
WAR you need, the more rapidly we can complete the printing 
of this special reprint edition. This important compilation de- 
serves wide distribution. 


BANKING 


22 East 40th Street New York, N. Y. 


SERVICE AND EQUIP. 
MENT—Continued 


Scrape the bottom for income . , . 


DeLuxe Check Printers Inc., Chicago, 
describes its current program for banks 
as embracing the two responsibilities of 
new business building and customer 
relations. The current presentation is 
adapted to the situation of potentially 
lower bank operating incomes. It recom- 
mends, in short, an increase in bank 
service charges, where necessary, as 
checking accounts must not only pay 
their own way but in a measure offset 
the reduction of consumer credit and 
other income. Furthermore, it predicts 
a growing turnover in checking accounts 
which argues against waiting for the 
long pull to recover acquisition cost. 

DeLuxe is also recommending wider 
use of personalized checks as a means 
of reducing check cost through a more 
efficient control of supplies for the 
individual account, and the speed-up of 
verifying signatures in sorting and filing. 
The firm also advocates consideration of 
money orders as a profitable nickel and 
dime revenue. The market for this 
service is seen in the current great 
shifts in population. 

More aggressive merchandising and 
greater activity in the field of customer 
relations is further recommended as the 
best means of winning and holding new 
accounts and in scraping the bottom for 
income under present conditions. 


New employees add 


new responsibilities 


George H. La Monte & Son—sup- 
pliers of check safety paper—call at- 
tention to the fact that the dislocation 
of men and women in all branches of 
industry, with a more or less constant 
shifting of new employees to jobs of 
greater importance adds more and more 
responsibilities on the shoulder of the 
personnel manager and employer. 

To the burden of breaking in new 
people, there’s the additional task of 
acquainting these newcomers with each 
manufacturer’s individual service or 
product. 

This condition is signally applicable 
to the matter of checks and the inherent 
safeguards in safety papers against 
forgery and fraudulent alterations. The 
advantages need not only be explained 
to bank employees, but also the bank’s 
customer employees who are likewise 
unacquainted with the subject. Such a 
gesture is bound to have a good public 
relations effect upon customers who 
may not be conscious of the liabilities. 
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SERVICE AND EQUIP- 
MENT—Continued 


Blanket bond costs 


at lowest point .. . 


In a recent message to bankers, the 
Fidelity and Deposit Company of 
Maryland recommended that they re- 
view their present dishonesty protection 
and obtain the advice of their insurance 
counselors as to what steps should be 
taken to bring their coverages in line 
with present conditions. In this connec- 
tion, the company points out that a 
number of rate reductions in recent 
years have brought the cost of bankers 
blanket bonds to the lowest point in the 
history of this broad coverage. 

In the opinion of the Fidelity and 
Deposit Company, banks undoubtedly 
stand in greater danger of large em- 
bezzlement losses today than at any 
time since the bull market of the late 
Twenties. Losses of trained and trust- 
worthy personnel have been heavy and 
qualified replacements difficult to ob- 
tain. Rising living costs and envy of the 
substantial earnings of war workers 
provide added incentives to steal, while 
the shortcuts made necessary by the 
lack of adequate and experienced help 
have made it easier for tempted em- 
ployees to take money and to cover up 
their peculations. 

Similar conditions existed during the 
last war and the result was a sharp 
increase—both as to number and size— 
in employee defalcations. There is every 
reason to believe that today’s condi- 
tions will bring about an even greater 
increase in dishonesty losses. 


What helps make the wheels 


of conservation go round . . . 


The Ralph C. Coxhead Vari-Typer 
Corporation has launched a two-fold 
program designed to meet the new war- 
time demands. The company’s facili- 
ties have been expanded for the efficient 
training of new operators for Vari- 
Typer composing machines and the 
training of installation men to show 
users how to speed up duplication work, 
and save time and paper. 

The six major applications of this 
equipment to current bank work are: 
(1) forms of various types for outside 
and inter-office use, (2) directors’ re- 
ports, (3) procedure or operating manu- 
als, (4) interest rate charts, (5) real 
estate lists, (6) preparation of originals 
for general duplication work, and type 
arrangements for special bulletins. 


(CONTINUED ON PAGE 87) 
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JUST A LOT OF DOODLING 


.» the result of many a conference 


by don herold 


I have sat in many a business 
conference and wondered why 12 
men in a room should so often add 
up dumber than any one of the 12. 


I hate most conferences. 


So I was just the man for the 
Hammermill Paper Company to 
come to for help in writing the 
booklet, “‘How to Harness a 
Conference.” 


They already had most of the 
answers; what they wanted from 
me mostly was some emotional 
dressing and some literary salt and 
pepper. 

Hammermill has developed, 
among other things, some smart 
ideas for printed forms which help 
keep a conference on the beam, get 
it down to brass tacks, and nail its 
results. Forms that cover every 
detail of a meeting: the date... 
who was present . . . what was de- 
cided ... who is to do what, and 
when . . . who is to follow through. 


If you'll read my booklet, and 
study the Hammermill forms, I 
believe fewer of your conferences 
will result in just a lot of aimless 
doodling and the accumulation of a 
pile of cigar and cigarette butts. 


Hammermill Paper Co., Erie, Pa. 


Please mail me, free, a copy of Don Herold’s book- 
let, ‘HOW TO HARNESS A CONFERENCE.” 


Position... 


(Please attach to your bank letterhead) 


B-SE 


to Hammermill: You might as well send me, at the same time and just as free, 
your new Reference File of Checks in bank and commercial sizes. 
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Fidelity, Surety and Bankers Blanket Bonds; 
Burglary, Robbery, Forgery and Glass Insurance 


FIDELITY AND DEPOSIT COMPANY 
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SERVICE AND EQUIP- 
MENT—Continued 


Field warehousing helps 
break credit bottlenecks . . . 


rhe present situation on field ware- 
housing is described by E. A. Baker, 
vice-president, Douglas Guardian 
Warehouse Corporation: 

“In a time of huge production such 
as now exists, the normal flow of raw 
materials, plant production, and deliv- 
ery of finished products is upset in many 
ways. The call on the banker for credit 
accommodations is terrific and in many 
cases the usual basis for credit does not 
exist. Field warehousing is aiding the 
banker to find a basis for credit in 
breaking a great many of these bottle- 
necks, and thereby avoiding delays. 

“As examples we might mention: The 
manufacturer who gets an entire month’s 
materials in one avalanche instead of 
spread out over the month as ordered 
and planned for; goods that are ordered 
for government use but held for ship- 
ping instructions after completion; other 
goods that accumulate because freight 
cars cannot immediately be had. In 
these and dozens of other like situations, 
field warehousing (inventory financ- 
ing) is enabling the banker to find 
the basis for credit. In most cities public 
warehouses are filled to the rafters. To 
release freight cars, incoming inventory 
can be stored under field warehousing 
custody, thus converting it into bank- 
able collateral.” 


Pertinent suggestions 
for present equipment 


While Burroughs Adding Machine 
Company is engaged in producing war 
materials as well as accounting machines 
authorized under limitation orders, the 
company is continuing its services to 
banks by: 

(1) Aiding banks in obtaining any 
machine equipment they might be 
entitled to under limitation orders or 
machines not presently covered by these 
orders. 

(2) Helping banks to meet changes 
in accounting requirements, increased 
volume, shortages of personnel, etc., 
even when machines are not available, 
through suggestions for improvements 
in methods, operator training, and other 
ideas that save time or effort in clerical 
routines. Of particular value in this 
respect is Burroughs’ vast experience in 
bank work and the libraries of informa- 
tion Burroughs has built up relating 
to the handling of different bank work 
under any and all sorts of conditions in 
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banks of different sizes and varying 
volumes. 

(3) Continuing its efficient mechan- 
ical service—highly regarded by banks 
throughout the years—to keep the 
banks’ machines in the best possible 
operating condition. 

Here are a few suggestions from 
Burroughs that will help you get the 
most out of present equipment: 

Wherever possible, obtain statistics 
and figures for reports as a by-product 
of regular posting. 

Post related records in combination. 

Change routines or methods to avoid 
any unnecessary rehandling of figures 
or records. 

Study all office forms to find out 
whether any might be simplified or 
eliminated. 

Relocate machines, or rearrange the 
flow of work to the machines, to speed 
production. 

Make sure that operators are taking 
full advantage of short-cut operating 
methods and time-saving machine 
features. 

Relieve skilled machine operators of 
non-posting work, such as pre-listing, 
stuffing, checking for errors, heading 
new accounts. 

Keep machines always in the best 
possible operating condition. 


A view of the market 
for new business 


J. K. Sinclaire, president, Kennedy 
Sinclaire, Inc., offers the following ob- 
servations on the present-day oppor- 
tunities for bank new business: 

“In my opinion, present conditions 
offer banks an unusual opportunity for 
rendering increasingly valuable services 
to the country and to the public. How- 
ever, banks, through their advertising, 
must create a demand for these services 
among the millions of people in this 
country who neither use nor understand 
them. These people, as well as those who 
are now customers, are perfectly willing 
to pay a reasonable price for any service 
the banks offer them, provided they are 
sold on the service. However, with the 
question of profitable sales in mind, 
banks must carefully examine the prices 
they are charging for these services. In 
many instances prices must be in- 
creased. This is especially true of 
checking service for, in addition to 
increasing the price, the banks must 
sell the value of the service to the 
public. 

“War Bond sales bring new people 
into the banks. Ways and means can be 
found to stimulate these buyers of 
bonds to become customers of the bank. 


“The War has also illustrated clearly 
the great value of trust service. Men of 
wealth on military duty need services 
of the trust department to keep their 
affairs in order. Executives, working 
and traveling all over the globe, likewise 
need an anchor for their personal 
finances in trust departments. All 
people of property urgently require 
thorough will revision to adjust their 
estate plans to radically different condi- 
tions, among which are increased estate 
taxes.” 


Insurance for 
personal loan borrowers 


As specialists in insurance protection 
on the lives of personal loan borrowers, 
The Credit Life Insurance Company of 
Springfield, Ohio, is particularly inter- 
ested in the problem confronting banks 
in the extension of consumer credit. 

The war effort and Regulation W 
have consistently increased the unit cost 
of handling small instalment loans. This 
situation makes it necessary for personal 
loan departments to hold losses at a 
minimum for the duration and serves 
to emphasize the value of life insur- 
ance protection on instalment loans. 

The company writes several different 
plans of insurance coverage to meet the 
requirements under the various proce- 
dures that banks follow in making per- 
sonal loans. In some cases the policies 
cover all personal loans at a flat monthly 
premium rate; in other instances the 
coverage is applied only to certain types 
of instalment accounts at a premium 
rate which covers the full term of the 
loan in advance. Total and permanent 
disability insurance is available as a 
supplementary part of life insurance 
and is becoming increasingly popular 
as the industrial activity of the country 
increases the probability of accident. 


CONVERSION—The manufacture of re- 
cording devices has given way to airplane 
parts production in this Midwest plant 
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“Cardineers sp 
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D1g SAYS CITIZENS STATE BA 


Put Your Records “ON WHEELS” 
with either type of CARDINEER The experience of this Texas banking institution 


DESK MODEL ; is typical of many ways Diebold Cardineers speed 
Available in one and two- 


wheel units for 1500 to 3000 


up reference and posting operations, cut record- 
records. Portable. Convenient. et keeping costs and increase banking efficiency. 


Signatures are filed on a number of Cardineer 
units, thereby dividing the records to correspond 
with the breakdown on ledgers. The rotary wheel 
exposes the entire record. Several operators have 


ne access to the record without interfering with 


Holds up to 6000 h iI 
Seciiieidi liane: others. Cardineers are easily carried into vault for 


ble segments per- fire and theft protection. Write for bulletin 1276 
giving complete details of this installation. 


DIEBOLD SAFE & LOCK CO. . Canton, Ohio 


Branches and Dealers in Principal Cities and Towns 


* NATION-WIDE BANK VAULT INSPECTION SERVICE x 
METROPOLITAN AREAS IMMEDIATELY... ANYWHERE IN 24 HOURS 


RECORD SYSTEMS EQU 
MENT, SAFES, MONEY 
CHESTS, BANK VAULTS. 
EXPERT REPAIR SERVICE 
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Round Table discussions continued from page 62 


Five key questions on the U. S. War 
Savings Bond campaign and bank par- 
ticipation in it were asked a group of 
well-known bankers located in various 
parts of the country. These men are not 
only practical bankers and trust officers 
but are skilled in public relations. Their 
replies are set forth here. 


Question 1: How can the present War Bond 
campaign of the Treasury be improved 
and made more effective? How can banks 
help? 


Rop MACLEAN, Manager, Advertising & 
Publicity Department, California Bank, 
Los Angeles: 


First, I believe there would be con- 
siderable psychological value in re- 
naming the bonds “Victory Bonds.” 
War, as a word, is static. Victory is a 
dynamic word. It has drive and force 
and inspiration. Particularly since the 
“V-for-Victory” campaign, the “V” 
symbol is a talisman for all of the peo- 
ples in the United Nations. It would 
seem to be obvious and sensible to 
profit by the publicity it has been given, 
the meaning it has for the democracies, 
the impetus it has already gathered. 

Something the banks could do, indi- 
vidually or through their clearinghouse 
associations, state associations, or the 
American Bankers Association, would 
be to sponsor contests in the schools— 
all the schools—as well as in profes- 
sional artist ranks, for the development 
of poster designs advertising the bonds. 
The contest could be broken down into 
age or grade groups, possibly with a de- 


September 1942 


sign for a particular purpose being the 
problem for each separate group, i.e., 
one group could do an outdoor poster 
design, another a car card design, a 
third a streetcar dash board card, etc. 

Such a campaign could create a tre- 
mendous amount of favorable pub- 
licity for the War Bond campaign as 
well as for the sponsoring bank or group. 
The winning posters or reproductions of 
them could be assembled and sent 
around the country, being displayed in 
banks everywhere. 

Such a campaign could be staged for 
anywhere from a three-month to a six- 
month period; could be advertised and 
would receive much publicity support 
from the press and other media em- 
ployed for the advertising campaign. It 
would get a very large part of our popu- 
lation thinking about War Bonds (or, 
preferably, “Victory Bonds”). A sec- 
ond campaign for slogans could be run 
following completion of the poster con- 
test-(or concurrently with it), to set an- 
other group of the population thinking 
about War Bonds—and about banks. 
Another way in which banks can help 
the bond campaign is to adopt the plan 
used by the New York institutions of 
synchronizing their advertising efforts 
insofar as these relate to War Savings 
Bonds. The banks in that city, to- 
gether with the savings and loan associ- 
ations, fitted their War Bond adver- 
tising into an over-all schedule which 
avoided duplication, got advertising 
into the papers on a planned and regu- 
lar basis. 


Billboard —First National Bank of Chicago 


likes the Victory slogan 


ALLAN HERRICK, advertising manager, 
Security-First National Bank, Los An- 
geles: 


Hasten the ceiling on food prices. A 
survey made for us a few weeks ago 
showed that the purchase of War Bonds 
is a secondary, not primary, objective 
in the average home. Getting enough 
money together to meet a 20 per cent 
increase in the cost of living is the 
primary task. The purchase of bonds 
comes next. Nearly one-third of the 
average family budget goes for food, 
and with food prices skyrocketing, 
father keeps one foot on base. He buys 
bonds sparingly. He will change, and 
Series E will soar, when food price stabi- 
lization receives major attention. 

Fix and publicize the new tax pay- 
ments. Volume saving in this country 
comes largely from people earning $3,500 
a year and over. This group is highly 
vulnerable under the new tax program. 
Many hesitate to buy bonds until cer- 
tain of what their tax liability will be. 
Prompt publication of rates under the 
new tax law, and illustrations of their 
effect upon each income group, are 
highly important. Sales of Series F and 
G bonds will be unsatisfactory until 
this problem is disposed of. 

Give the Treasury a reasonable ad- 
vertising budget. The spectacle of the 
Treasury staff going about begging 
private business for funds with which 
to publicize the War Bonds is pitiable. 
Why should the Treasury promotion 

(CONTINUED ON PAGE 91) 
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There’s no such thing as “‘personal” 
injury today—every injury hurts the nation! 
It means time off the job—slows production— 
takes doctors’ and nurses’ care—uses medical 


supplies needed at the front. Be Careful! 


\ A in | 
>, art 
SVAN rs Every careless act throws a monkey Bri 
wrench in our war machine! 
With America fighting for survival, . 

any loss of man-power—through ury 
accidents—delays Victory as certainly to: 
as a defeat in battle. Last year acci- dor 
dental deaths in the 20-45 year bracket has 
alone totaled 26,000—equal to the de- see 

Carelessness with fire can serve our struction of nearly two army divisions. He’s no Sissy for wearing a‘‘tin hat.” A 
This frightful loss must be stopped. And neither is the factory worker who an 
now can never be made up. Don’t give ; ‘ I : safety shoes, rubber gloves or other 7” 
fire a chance. Be Careful! tion studies show that 3 out of 4 acci- protective clothing, Be Carefal! to’ 
dents should never happen—they’ re the 

the result of carelessness! a 

It’s high-time for every one of us “a 

to fight carelessness in ourselves and Th 

in others—to stamp it out wherever ad 

we find it. ; 

Your Hartford Insurance Agent : 

or your broker can obtain valuable in 

advice for you on how to prevent on 

ma accidents and fires. He can also build To protect yourself against fire, 

Get in the scrap for Victory. Every- ; : accidents and the financial losses they can Le 
body has some scrap metal, scrap rubber a sound program of insurance to pro- cause, call Western Union, or Canadian Pi 


or old rags—all needed to help win this 
war. Collect your scrap—get it to your 
local salvage committee. 


tect you against serious financial loss. 


Keep ’em Flying! 


National Telegraphs, and ask for the 
name of the nearest Hartford Insurance 
Agent. Or talk to your broker. 


~HARTFORD INSURANCE 


Hartford Fire Insurance Company ¢ Hartford Accident and Indemnity Company 
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WAR BONDS—Continued ~ 


staff be in the position of mendicants 
seeking alms? Why should these men 
not have all the money needed to move 
the War Bonds in the tremendous 
amounts required? Seven yearsasadver- 
tising manager of a bond firm taught 
me that no security on earth is good 
enough to sell itself. A 10-fold increase 
in the Treasury’s promotion expense 
may be necessary to move these securi- 
ties, but what of it? If the campaign 
fails, it will do no good to brag that 
selling costs were only one-tenth of 1 
per cent. 

Employ an art director. We have just 
closed an exhibit of British and Ameri- 
can war posters in our head office lobby. 
The American posters suffered greatly 
in comparison. Beside the beautiful 
art and high grade lithography of the 
British entries, ours looked like the 
work of amateurs. Are we buying the 
best art in the world to sell these bonds? 
Why not? 

Buy paid space as needed. The Treas- 
ury advertising staff must be permitted 
to set up its campaigns with the free 
dom that any other advertising staff 
has—including the selection of the nec- 
essary mediums, in the right places,and 
at the right times, to do the most good. 
When that privilege is denied, you get 
an uncoordinated, scattered, ineffective 
campaign galloping off in all directions, 
to the harm of everyone. The argument 
that the Government cannot use paid 
space is refuted by the position of the 
British Government as one of the larg- 
est buyers of such space in the world. 
The Government need mot use every 
advertising medium because it uses one. 

Let’s just sell the bonds. All manner 
of discussion has been had with respect 
to the place of these bonds in the chang- 
ing economy of the country. Why not 
omit this discussion for the time being 


Lobby, Farmers’ Deposit National Bank of 
Pittsburgh, features “Old Glory” with the 
American Eagle 
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and just offer the securities for sale as 
the prime investment they are? They 
are good bonds, the general obligation 
of the strongest nation on earth, the one 
with most respect for its signature. 


Lewis F. Gorpon, assistant vice-presi- 
dent, Citizens and Southern National 
Bank, Atlanta, Georgia: 


In many respects the campaign lacks 
color. It is predicated in the main on 
logic, fact, economics, and thrift. You 
can move a hundred people with emo- 
tion for one moved by logic and reason. 
For many people the war is too remote 
and only the emotional appeal will 
bring it closer. This is not theory. In our 
own War Bond promotion we have de- 
liberately inserted the emotional note 
and found a marked reaction not only 
in the increased sale of bonds, but in 
the public comment regarding our effort. 

One public reaction which we have 
definitely checked is that people are 
becoming calloused to the repeated call 
of “Buy War Bonds.” It is being hurled 
at them on every side, without color. 
and like the little boy who cried “ wolf”’ 
too many times, the call is becoming 
commonplace. 


Question 2: How can banks get more pub- 
lic and governmental recognition for their 
bond sale effort, selling some 85 per cent 
of all bonds? 

Mr. Gorvon: 

In some respects color is the answer to 
this questionalso. If people and the Gov- 
ernment are made vividly conscious of 
the efforts which the banks are making 
to sell War Bonds then credit will nat- 
urally follow. Local publicity by the 
banks, collective publicity such as the 
A.B.A. has set forth—compilation of 
material, facts, and statistics—should 
be made by the separate banks and by 
the A.B.A. and made manifest to gov- 
ernment officials and the public. More- 
over, it should all be preserved. It may 
be very significant to chartered banking 
in the future. 


Question 3: What can banks do to over- 
come the impression that they receive a 
commission or some other form of profit 
for selling War Savings Bonds? 


WAR BONDS 


Mr. Gorpon: 

Find a way to tell people, not boast- 
fully but as a simple statement of fact. 
For example, we have been running a 
continuous campaign on behalf of de- 
fense and war since July 1941, using 
space in 16 newspapers a week. Recently 
we ran a message headed ‘‘ A Bank Goes 
to War.” One paragraph read: We are 
spending more than $100 a day to sell 
War Savings Bonds without one cent of 
compensation. Thousands of dollars of 
War Bonds and Stamps sold daily are 
our compensation. 

We had definite public reaction, many 
people commenting in surprise and 
favorably about this great contribution 
to the war effort. The great weakness of 
bank public relations for years has been 
the tendency to take entirely too much 
for granted with respect to public un- 
derstanding and appreciation of many 
forms of bank service. 


Question 4: How can banks increase the 
sale of F and G bonds? 


DALE Brown, Assistant vice-president, 
The National City Bank, Cleveland: 


(Quite recently there has been or- 
ganized a Victory Fund Committee in 
each Federal Reserve district and simi- 
lar committees covering lesser areas. 
The members of these committees are 
trained commercial and investment 
bankers who know how to market securi- 
ties. It would seem that the best way to 
increase the sale of F and G bonds, as 
well as all other government issues, 
should be left to the aggressiveness of 
these committees throughout the na- 
tion. In general, the commercial bank- 
ers on these committees should solicit 
the corporations, and the investment 
bankers should solicit individuals. 

Banks can best cooperate with the 
work of these committees by doing two 
things: First, each bank should study 
its own investment position during the 
probable war period, so that it will know 
how much to buy as new issues come on 
the market. Most banks will be sur- 
prised at the extent to which their bond 
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purchases must increase. Second, the 
larger city banks should render every 
possible assistance to the smaller banks 
so that they too will become conscious 
of the fact that it will be necessary for 
them to absorb a much larger propor- 
tion of government issues as the war 
progresses than they had anticipated. 

It would be unwise for commercial 
banks to organize separate campaigns 
for the sale of F and G bonds in view of 
the fact that we already have state com- 
mittees charged with the responsibility 
of merchandising all the three Series E, 
F, and G, and in view of the fact that 
Victory Fund committees offer an ave- 


nue of cooperation for the sale of all 
government issues. 


Mr. MACLEAN: 


By additional advertising to prospec- 
tive buyers. Most bank advertising on 
behalf of War Savings Bonds has not 
specified the series and has been di- 
rected at the mass market. The mass 
market naturally buys the E bonds 
which were designed for them. F and G 
bonds are designed for specific purposes 
and for specific groups of investors. By 
reaching these groups with messages 
outlining the merits of the F and G 
series bonds, sales should increase. 
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Efficiency in farm operation has a very definite 
bearing upon the success of America’s Defense 
Program. In the production of more food and 
fibre on the farm, every saving in time and 
labor has new economic importance. Hence the 
growing need for more or better machinery on 
more farms — modern tractors and machines 
like Minneapolis-Moline, that have the precis- 
ion, the versatility, the power to meet above-nor- 
mal demands. Thousands of deserving farmers 


need additional MM Machinery but some need 
the “credit” assistance of the MM Dealer and 
local banker. Cooperation in this direction will 
react not only in more food and fibre for 
Defense, but in more dollars for farmer, MM 
Dealer, banker, and the community at large. It's 
everybody’ s turn to work for the common good. 
It will also be good business to see to it that 
your customers who do not need new ma- 
chinery this year, keep their MM Machines in 
good repair, and order needed parts early. 


BRANCHES NEAR EVERYWHERE 


MINNEAPOLIS - Mo 


IMPLEMENT COMPANY 


POWER 


Invest in Defense Savings Bonds and Stamps 
"Keep ‘em Flying!” 


MINN 
MINNE 


Sora 


TOWNER PHELAN, vice-presideni, St. 
Louis Union Trust Company, St. Louis: 


Banks, particularly banks with trust 
departments, can do much to promote 
the increased sale of F and G War Sav- 
ings Bonds. The opportunity of com- 
mercial banks to promote the sale of 
these bonds is more limited than that 
of institutions engaged in the trust busi- 
ness. Trust institutions can set a good 
example by buying F and G War Sav- 
ings Bonds in substantial amounts for 
their trust accounts and nothing that 
they can say about the bonds will carry 
as much weight with the investing pub- 
lic as the example which they can set by 
their own purchases. Although com- 
mercial banks cannot stimulate the sale 
of War Savings Bonds by their own ex- 
ample, all banks can recommend them 
to their customers and point out their 
merits in their advertising. 


Ix my opinion, banks can do more to 
promote the sale of bonds by empha- 
sizing the unusual investment attrac- 
tiveness of such bonds than they can 
by basing their appeal on patriotism. 
Undoubtedly, patriotism is one of the 
strongest forces behind the sale of such 
bonds, but the patriotic theme is re- 
ceiving so much emphasis from other 
sources that the banks could add little 
to its effectiveness by adding their 
voices to the “Help Win the War” 
chorus. 

The very fact that the patriotic mo- 
tive has received so much attention is 
the best reason why the banks should 
place their emphasis upon the invest- 
ment characteristics of these bonds. In 
view of the fact that F and G bonds are 
intended primarily for larger investors 
who presumably are more sophisticated 
financially than the smaller investors, it 
would seem particularly appropriate 
for banks to feature the investment ad- 
vantages of these securities. 

My own institution has thought so 
well of the investment merits of De- 
fense and War Savings Bonds that it 
purchased for its trust and agency cus- 
tomers approximately 8 per cent of the 
total amount of such bonds of all series 
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sold in the Eighth Federal Reserve Dis- 
trict during the first year such bonds 
were on sale. We have done so, not to 
indulge in vicarious patriotism but be- 
cause we rate the bonds so highly from 
the investment standpoint. 

If banks, by their own example, in 
making large scale purchases for trust 
accounts, and by their advertising and 
recommendations, will acquaint the 
investing public with the unusual in- 
vestment merits of War Savings Bonds, 
it should greatly stimulate the increased 
sale of such bonds. 


Joun KINNEMAN JR., vice-president, Peo- 
ples-Pittsburgh Trust Company, Pitts- 
burgh: 


It seems to me that much more ag- 
gressive promotion should be put behind 
F and G bonds, whose buyers are not 
limited to $5,000 worth in any one year. 
Following are some suggestions: 

Direct an F and G bond sales cam- 
paign to the men and women with idle 
money—those who have carried large 
bank balances for years; those with 
newly acquired “folding”? money. 

Sell the F and G bonds like furs, 
diamonds and insurance policies—with 
promotional material that attracts at- 
tention and selfish interest, then makes 
people get up and do something about 
It. 

A recent Treasury pamphlet, largely 
devoted to Series F and G, was unhandy 
to use, contained such small type that it 
was hard to read, had little or no eye- 
appeal, contained only one reason— 
and it was poorly stated—why F and 
G bonds are good buys. In contrast, 
promotional material should really high- 
light the safety of F and G bonds as an 
investment, and G bonds as a source of 
regular income. The buyer should be 
made to appreciate that, unlike other 
United States bonds, F and G bonds as 
well as E, do not fluctuate in market 
value. And, although the buyer need 
not worry about fluctuation, he earns 
almost the same rate of interest as he 
would from other U. S. bonds. 

Without detracting in the least from 
the present policy of selling bonds to 
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Tue Pusuic Nationa Bank 


AND TRUST COMPANY OF NEW YORK 


Main Office 


37 Broad St. 


CONDENSED STATEMENT 
OF CONDITION 


at the close of business, June 30, 1942 


RESOURCES 
Cash and Due from Banks. . .. . $60,920,991.73 
U.S. Government Obligations 56.207,501.40 
State, Municipal and Corporate Bonds. 8,757,336.47 
Loans and Discounts . 82,3 12,269.55 
Customers’ Liability under Acceptances 362,818.16 
Other Real Estate Owned . . . 100,143.66 
Federal Reserve Bank Stock ‘ 420,006.00 
Accrued Interest Receivable ‘i 210,601 10 
Other Assets. . . . ‘ 68,487.35 


. $211,542,663.71 


LIABILITIES 

Capital. . $7,000,000.00 
Surplus. . . . . . 7,000,000.00 
Undivided Profits 4,322,863.47 $18,322,863.47 
Dividend Payable July 1,1942 ... . 150,000.00 
Unearned Discount 389,076.76 
Reserved for Interest, Taxes, Contingencies 1,940,114.81 
Acceptances Outstanding — . $1,189,079.28 

Less: Own in Portfolio 644,164.63 . 544,914.65 


Other Liabilities . . . 111,599.19 
Deposits . ... - 190,084,094.83 


Toran . $211,542,663.71 


Securities with a book value of $11,763,624.59 in the above 
statement are pledged to secure public and trust deposits 
and for other purposes required or permitted by law. 


MEMBER: N. Y. CLEARING HOUSE ASSOCIATION * FEDERAL RESERVE SYSTEM 
FEDERAI DEPOSIT INSURANCE CORPORATION 


30 Offices Located Throughout Greater New York 
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“Win the War,” “Keep ’Em Rolling,” 
“Slap a Jap,” etc., I believe that the 
promotion of the F and G series should 
capitalize on the jittery fear of post- 
war depression. It can be clearly shown 
that by buying bonds today we are 
beating the threat of a depression after 
the war. As the Aluminum Company of 
America says in its latest newspaper ad, 
“Buy Your Tomorrow Today.” 

Another sales point on the G series 
was almost lost in the Treasury folder. 
The point—a G bond may be redeemed 
before maturity, at par, without ad- 
justment of prior interest paid, upon 
death of owner or co-owner. 
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BANCO DE CREDITO 
DEL PERU 


HEAD OFFICE: LIMA 


Capital $/.14,000,000.00 
Reserves S/.16,457,759.44 


Consult us for Prompt and Reliable 


Information about Peru 


Through our 33 Branches situated in the most im- 
portant commercial centres, and our Agents in 
all other towns in the Republic, we are in close 
touch with every phase of economic activity in Peru, 
and thus are well equipped to render helpful service 


to all American institutions interested in Peru. 


Established in 1889 


What I have said applies to promo- 
tion. In addition, I feel that the sale of 
F and G bonds might be stepped up, if 
the division of responsibility for their 
sale between the Treasury Department 
and Federal Reserve Board were les- 
sened. 

Two other factors which obviously 
have hurt the sale of F and G bonds are 
the threat of forced War Bond buying 
later on—with the chief burden on the 
well-to-do, and the uncertainty about 
the provisions of the new tax law. 

I think the banks have done a first- 
rate job of working with the Treasury 
and the Federal Reserve Board. Nat- 


urally they would make excellent 
tribution points for promotional n 
rial designed to push the F and G s« 

Banks also can go and have gone di- 
rectly to their big depositors to ask 
them to buy F and G bonds. Obviously, 
there is some risk involved in doing this, 
By telling a customer to withdraw his 
money after encouraging him to put it 
in, you run the risk of offending him as 
well as of depleting your own reserves. 
However, the latter risk is of less sig- 
nificance today when bank deposits are 
rising. 


dis- 
ate- 
ries, 


Question 5: What policies should banks 
adopt toward charging for the redemption 
of War Bonds? Should they provide free 
facilities for safekeeping the bonds? 

Mr. Brown: 

There has been some discussion in 
recent weeks concerning making a re- 
demption charge to holders who mus! 
cash in on their bonds. This is no prob- 
lem to banks located in cities where 
there is a Federal Reserve bank, be- 
cause those who wish to redeem the 
bonds can be sent there for the redemp- 
tion. The problem can become a serious 
one in towns where there is no Federal 
Reserve bank. However, banks should 
refrain from making such charges until 
there has been a general agreement on 
policy between the banking system and 
the Treasury. Without such a uniform 
policy, holders who wish to redeem will 
be placed under a penalty in one section 
and under no penalty in another. 


Tae question of free safekeeping for 
bonds has been a troublesome one; how- 
ever, the policy should be uniform in 
any given community. It should be as- 
sumed that purchasers should pay the 
nominal rental required by safe deposit 
departments, because the facilities rented 
can be used for storage of the bonds as 
well as many other purposes. 


Bank Building—First National Bank of 
bed . . 
Good Thunder, Minnesota, uses a “life- 
size” 
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WAR BONDS 


Mr. KINNEMAN: 

Although strongly advocating that 
banks do their utmost to promote the 
sale of bonds, I certainly am not sug- + 
gesting that they do it for nothing. The Floats—one of the most 
Government has not asked other busi- effective ways banks have 
nesses to accommodate the war by ound for promoting War 

Bonds has been the use 

working for nothing. It knows banks @oats in Mase 
cannot be an exception if they are to is a particularly attractive 
stay in business. Mr. Eccles has told float sponsored by the 
banks they must depend on service Paterson (New Jersey) Sav- 
charges for a fair portion of their total imé* Institution in a recent 


varade to stimulate tl 
income. Accordingly, I think that banks of War 


should charge for the redemption as Paterson area 
well as the safekeeping of bonds. 


Mr. MACLEAN: 

The California Bankers Association 
has already arrived at the conclusion 
and recommended that its members 
charge 10 cents per bond, minimum 
charge 50 cents, for redemption of War 
Bonds, and we are in accord with and 
are acting upon this recommendation. 

The matter of providing free facili- 
ties for safekeeping the bonds has not 
become a problem in our community. 
We feel that everyone should have a 
safe deposit box in which to protect his 
papers and other valuables and that 
War Bonds belong in a safe deposit box 
along with those other valuables. The 


Federal Reserve banks are providing TO SERVE You IN ONE OF 


free safekeeping facilities where this is 
requested. I am inclined to feel that THE G R - A T E S T 
banks are already doing their share of 
the war job by handling the sale of 


these bonds without compensation and “ARSENALS OF DEMOCRACY” 


that, since no need for free safekeeping 


facilities has made itself felt, we should To its correspondents, Bank of America has long 
proceed upon our present course. In a afforded a statewide service for the efficient han- 
recent booklet, the Treasury Depart- dling of all California transactions. 

ment pointed out that even if the bonds But today as California takes its place as one of 
are lost or stolen the owner is protected the greatest “Arsenals of Democracy,” Bank of 
by the registration and has no cause for America service offers even more to you and your 
worry. customers. 

The 495 branches of this bank have intimate cus- 
tomer relationships with the men who direct the 
vast war efforts of California business, industry 
and agriculture. 


Mr. GoRDON: 
Reversing the order of these ques- 


tions, the poy to part two = Defi Bank of America serves a// of California, and it 
nitely, No! Banks alr eady give away can serve you and your customers anywhere in Cali- 
too much free service with the excuse fornia. 


that it builds goodwill. One of the large 


a Sank of America 


Sevings Bank of Loe Angeles alo wee the NATIONAL ASSOCIATION 


MEMBER. . . FEDERAL RESERVE SYSTEM — FEDERAL DEPOSIT INSURANCE CORPORATION 
Complete Banking Facilities in Each of 495 Branches in 307 California Communities 
Commercial - Savings - Trust - Safe Deposit 
Main offices in two reserve cities of California . .. San Francisco - Los Angeles 


CITIZENS NATIONAL 
BANK“ 


Serves you best in the West”’ 
Blue and gold BANK of AMERICA TRAVELERS CHEQUES are 


available through authorized banks and agencies everywhere. 
Carry them when you travel. 
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headaches of banking for years has been 
the problem of renting safe deposit 
boxes. If ever they had a new sales ap- 
peal for this service, it comes through 
War Bond sales and the basic idea that 
these bonds are to be held for 10 years 
and should be protected. 


As to part one, banks might as well 
prepare to meet the demand. People 
who bought bonds through the banks 
are going to expect the banks to re- 
deem them. Banks, particularly outside 
Federal Reserve bank cities, are going 
to have service cost, postage, insurance 
and the responsibility attendant to han- 
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to speed the 


Member Federal Deposit 


greed Product 
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qransportation 


We have loaned .. 
and are loaning 


MILLIONS of DOLLARS 


and stand ready to extend the fullest coop- 
eration to banks throughout the country 
in financing Government defense orders. 


MANUFACTURERS 
TRUST COMPANY 


PRINCIPAL OFFICE 
55 BROAD STREET, NEW YORK 
68 COMPLETE BANKING OFFICES IN GREATER NEW YORK 
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dling these bonds for redemption. With 
no precedent to hamper, there is no rea- 
son why the banks should not be com- 
pensated. Selling the bonds is a service 
to help win the war. Handling the bonds 
for redemption is a service to benefit the 
individual and he should expect to pay 
for it. If, as seems logical, the Govern- 
ment decides to compensate the banks 
for their whole War Bond sales service, 
then we might take a different stand. 


C. LANE Goss, vice-president, Worcester 
County Institution for Savings, Worces- 
ter, Massachusetts, dropped in late and 
had this to say about question 1: 


jon 


ner 
lass 


Equipment 


War Effort 


Insurance Corporation 


Appeal to the heart, draw the tears, 
play upon sentiment and be frank 
about the tremendous difficulty of 
financing the war. 

Enlist the services of volunteers from 
women’s organizations to handle the 
mechanical details of War Bonds and as 
much more as they become interested 
to undertake. 

Urge all savings institutions to invest 
all new and as much of their old funds 
as possible in War Bonds, defense 
housing and other war efforts. 


Mr. MACLEAN asked this one himself: 
Should banks actively engage in the pro- 
motion and sale of War Savings Stamps? 
If so, to what extent? Then he answers: 


Yes. All the way. While it’s a fussy 
job, handling the stamps, they are a 
definite part of the financial end of win- 
ning the war. If the banks don’t assume 
the financial end of that task, some 
other business group will do so, to the 
detriment of banking’s relations with 
the public. 

Virtually all who buy the stamps are 
prospective bank customers. 


Lobby—Provident Savings Bank and Trust 


Company, Cincinnati, uses this effective 


display 


Window—The National City Bank of Cleve- 
land features war equipment to illustrate 
what War Bonds will buy 
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THRIFT IN A 
CHANGING 
WORLD 


Promote Savings Now 


President of The Dime Savings Bank of 
Brooklyn, New York—PHILIP A. 
BENSON 


ERE is no doubt that the present 
situation offers a challenge to every 
savings banker. We now have the 
opportunity for a truly great service to 
our country, for the reaffirmation of 
our faith in savings and for demonstra- 
tion of the vitality of savings banks and 
their popularity as agencies of thrift. 
It may have been thought within recent 
years that the old-fashioned virtues of 
thrift and savings were becoming out- 
moded. Such is not the case, however, 
for the value of savings in our national 
life stands out as a fact of constantly 
increasing importance. Savings is a 
necessary element in our present pro- 
gram for it is a major factor in financ- 
ing the national war effort. Savings is a 
necessity also in the stabilization of our 
entire economic structure for it is a 
definite preventive of disastrous infla- 
tion. In other words, savings is not only 
a virtue and an evidence of good citizen- 
ship and good character; it has in these 
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significant days become a_ national 
necessity. 

One of the major problems of the sav- 
ings bank in the present emergency is 
therefore to realize the vital necessity 
of savings and the important part each 
bank plays in promoting it; to do its 
utmost to preach and to teach the gos- 
pel of savings and to proclaim its 
urgency on every occasion and through 
every possible medium. The savings 
banks of New York State, as a group, 
are doing this in a statewide plan of 
advertising, using newspapers, radio 
and motion pictures. Individual banks 
are supplementing the state effort and 
are using advertising media to promote 
savings for the benefit of the national 
war effort. Some banks—The Dime 
Savings Bank of Brooklyn is an ex- 
ample—are also emphasizing the fact 
that saving now is of especial advantage 
to the individual in that it is first being 
loaned to his country, and later, as it is 
returned to him, it will furnish the 
means to purchase those things that 
are unobtainable now and which will 
be available when the war is over. 


Parr of the problem of the savings 
bank in promoting savings for the war 
effort and for the purpose of acquiring 
funds for post-war expenditures is to 
make it clear to all those who are re- 
ceiving salaries and wages that savings 
must come from current earnings and 
not from past savings. Past savings are 
already at work and are invested in 
the bonds of our Government or in the 
country’s industries or in mortgage 
loans. It is the creation of savings out 
of current earnings that is going to do 
the really important job for the coun- 
try and for the individual, and savings 
banks have a great responsibility in 
educating people to this fact. 


Savings banks must also make it 
clear that in promoting savings now 
they are doing so solely from the view- 
point of the value of savings to the na- 
tional economy. We are not seeking our 
own advantage nor are we trying to 
increase profits. We are offering our 
banks as agencies through which sav- 
ings from pay envelopes and other 
sources may flow into government chan- 
nels. The present time can well prove 
to be a golden opportunity for the sav- 
ings banks to increase their prestige and 
influence. 


Avworner problem that strikes me as 
being of great importance to savings 
bankers is that of building strong and 
well managed banks. Just as a soldier 
trains for active service, so must we in- 
crease our strength and efficiency for 
whatever responsibilities may lie ahead. 

We own some real estate and are per- 
haps still acquiring it. This property 
should be reappraised and increased 
efforts made to liquidate it. We must 
continue every effort to put our mort- 
gage portfolio on a sound basis, both 
by placing all mortgages on an amor- 
tized basis and by building up reserves. 

Mortgage problems are very real and 
urgent, and they must be faced coura- 
geously and firmly. We must also con- 
tinue improving our bond _ portfolio, 
eliminating second grade bonds, sub- 
stituting governments for them. We 
have frequent opportunities of. invest- 
ing in new issues of government bonds. 

I anticipate a great future for our 
savings banks. Savings are vital to a 
healthy national life. We must watch 
to see that no other agency takes the 
time-honored place of the savings bank 
in the field of thrift and savings. We 
must play our part now as good soldiers, 
as efficient workmen, as true Americans. 
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First Vice-president, National Bank 
of Commerce, San Antonio, Texas— 
HENRY M. HART 


the question ‘‘ What are the three 

| most important problems facing 

savings departments today?” I 
would answer: 

1. Adjusting the merchandising of 
savings to wartime conditions. 

2. A revamping of the old, orthodox 
terms of time deposits. 

3. Competitive agencies. 

Probably the simple statement of the 
three questions is sufficiently self-ex- 
planatory. Perhaps, however, a neces- 
sarily brief elaboration may be war- 
ranted. 

The merchandising of savings de- 
posits under wartime conditions offers 
a challenge to commercial and savings 
bankers. We, of course, have no desire 
or intention of competing for funds 
against War Savings Bonds, and must 
not create such an impression. An op- 
portunity does exist, however, to pre- 
vent a down-trend in savings balances 
through use of such factors as, (1) the 
comparative advantages of the sim- 
plicity, availability, security, stability, 
and convenience of that medium for 
one’s emergency reserve; and (2) the 
utility of accumulated savings for 
advantageous future purchasing, for 
business opportunities, travel, educa- 
tion, health, etc. 


Bor the method and the material 
must be superior to time-worn custom 
of the past. We see today cooperative 
publicity used by building and loan 
groups and by savings bank groups— 
effective because cooperative produc- 
tion permits mutual use of it at costs 
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Today's Savings Problems 


each can afford, and permits higher 
quality than many can afford singly. 

The part the banks play in our 
national economy, the advantages of 
savings balances, a comparison of the 
suitability of this and other forms of 
placement of thrift funds for each type 
of saver, are fields for cooperative pro- 
motion. 

Commercial bankers ignored the in- 
stalment credit field until forced to rec- 
ognize its merits; then stumbled along 
awkwardly at first because we had not 
studied the merchandising of our serv- 
ices, as had other agencies. 

And so I say: Our technique must 
keep pace with conditions as they 
change. 


Now, as to terms of time deposit con- 
tracts: Unquestionably the newer split- 
rate plan has merit and answers to a 
large extent one of the drawbacks to 
paying of interest on savings. A prefer- 
ential rate, based on a fixed, longer term 
of from one to three years (or even 
longer), with rigid restrictions regarding 
withdrawals has an appeal to depositors 
as shown by the millions of dollars in- 
vested by the public in that form of 
contract through others than banks. 
But we cannot adopt that plan suc- 
cessfully unless we believe we can en- 
force the terms thereof: it mustn’t be 
one-sided. Present savings contracts 
usually provide 60 days’ notice on with- 
drawals—but how many live up to that? 
Why should the public expect banks to 
waive contract terms—to accept depos- 
its as time funds and pay interest 
thereon, and then pay the funds out at 
will of the depositor? Interest is justi- 
fied only where the contract warrants 
the bank in believing that it will have 
the use of the funds long enough to 
prompt placement of these funds in 
types of investment not perhaps always 
suitable for demand deposit funds. And 
if we cannot manage such funds suc- 
cessfully, we must then admit the lack 
of an important banker qualification. 


Wine on the subject of terms of re- 
ceiving time funds, banks in larger 
cities as well as those in certain areas 
would enhance the public’s acceptance 
of prevailing rates and conditions by 
greater uniformity. The layman will 
naturally wonder, when terms vary 
materially in a community or compact 
section, whether banks really know 
what such funds are worth—and whether 


ee 


. . « this service to the public” 


Above all, let no banker gei the 
unfortunate idea that the savings 
business, the thrift accounts of the 
people, is or ever will be undesirable 
business. Whenever bankers take that 
attitude, it is my opinion that they 
do so because of a lack of appreciation 
of this service to the public, of the 
importance of these depositors to 
them, and, furthermore, a lack of 
ingenuity in shaping up a plan and 
method of receiving such business on 
a basis that is mutually acceptable to 
the depositor and the bank. 


terms are based upon soundly deter- 
mined analysis and cost accounting, or 
arbitrarily fixed. In clearinghouse cities, 
the clearing association offers an excel- 
lent medium for establishing uniform- 
ity, although (as in all other such 
actions) the degree of public acceptance 
depends upon method as well as means; 
group action is, of course, preferable 
only where the terms determined upon 
are equitable and sound. 


Tumoty, the encroachment of com- 
petitive agencies, enjoying many ad- 
vantages through more favorable laws, 
regulations, investment fields, and cap- 
ital requirements, is a serious threat as 
shown by statistical data reflecting the 
trend of the flow of savings funds dur- 
ing recent years. Many bankers are 
entirely too complacent about this com- 
petition; many of us participate as 
directors, trustees, or the like in their 
management. We are reluctant to take 
an aggressive stand about them to our 
legislators, because we might offend 
a good customer. There is never justifi- 
cation for trying to stifle competition; 
we are all better off for having competi- 
tion that stimulates us to better efforts 
in our own behalf. Yet there should not 
be created or fostered inequitable com- 
petitive conditions—particularly not 
through semi-subsidization, entirely 
unneeded and unsound. However, as 
stated above under another item, we 
must meet competition in merchandis- 
ing all of our services. 
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President, National Association of Mu- 
tual Savings Banks, and President, The 
Burlington Savings Bank, Burlington, 
Vermont—LEVI P. SMITH 


Tae important problems which the 
savings banks have to meet today stem 
from the overwhelming fact of war. 

First: The savings banks must wake 
up to the enormity and seriousness of 
what confronts them. The Ship of State 
is being buffeted and there are too many 
leaks for comfort. If the boat goes down, 
it will matter very little whether the 
savings banks and savings departments 
have charged their customers for the 
cashing of checks, and whether the 
banks attempted to anticipate a decline 
of deposits or a glut of cheap money; 
and it will not help that they analyzed 
their savings costs. In times like these, 
the important thing is to keep first 
things first. In our businesses as in our 
lives, the war effort must be given the 
right-of-way. Everything which does 
not contribute to the war effort should 
be by-passed for the moment. 

Second: The savings banks must not 
only realize the emergency but must 
qualify to fit usefully into the machinery 
and activities being organized to meet 
the emergency. To survive in total war, 
savings banks must make themselves an 
integral part of the victory machine. 
Of course, they are all up to their elbows 
in the war financing. But how much 
more are they doing in this direction 
than the motion picture companies, 
who speak to the public from every 
screen? How much more are they doing 
than the merchants, who sell War Bonds 
and Stamps at their counters, and the 
public service companies and news- 
papers and radio broadcasting systems? 
People naturally turn to the banks as a 
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~ In Total War 


kind of financial headquarters. If their 
effort cannot exceed the effort of those 
other contributing concerns, they will 
have abdicated in some degree the place 
they should hold. This is particularly 
true of the savings banks, to whom the 
millions of small savers look for financial 
advice and leadership. Thus far, the 
banks have been doing a splendid job, 
but nobody’s best in this emergency is 
adequate. 


Tuererore, the urgent problem con- 
fronting the savings banks is to devise 
means of making their place in the ma- 
chinery for financing this war more 
vital and more effective. The details of 
how to do this will vary with varying 
localities and conditions of population. 
In some communities it may be im- 
mensely effective to advertise the free 
safekeeping of War Bonds and any 
similar services which the banks can 
devise. In other localities the disad- 
vantages of such services may outweigh 
their usefulness. The test everywhere 
must be: What will help enlist more 
savings of more people in War Bonds? 
When that is done, the next great ques- 


SAVINGS 


tion is: What will help enlist still further 
savings into a general thrift movement 
to combat inflation and all inflation im- 
plies? What will keep up and build up 
the army of millions of individual savers 
whose cushion against post-war depres- 
sion may prove the deciding factor for 
free initiative against some system bet- 
ter for bees and termites than for Ameri- 
can free men. 

If first things are kept first, a lot of 
pettiness and suspicion will be side- 
tracked. Problems will be simpler to 
solve. Banks will have less difficulty in 
deciding what services to extend to 
depositors. For instance, it will not be 
hard to decide whether a bank is justi- 
fied under present conditions in charg- 
ing more than actual out-of-pocket 
expense in connection with the redemp- 
tion of War Bonds or for any other 
service that is connected with the war 
effort. 


Tae attitude of depositors will be freed 
of reservations, doubts and suspicions. 
In times like these, the absence of the 
slightest taint of selfishness is very 
quickly sensed and responded to. 


CANADA’S OLDEST BANK 
With Modern, Experienced Service 


—a million deposit accounts—a billion dollars in assets — 
500 branches in Canada and Newfoundland — 
a staff numbering 6000 — 


Offers To American Bankers Having 
Business With Canada 


—data on agricultural, commercial, mining and manufactur- 
ing conditions in any part of Canada--credit and market 
information —deposit and loaning facilities —assistance on 
the intricacies of foreign exchange transactions due to the 
war-time controls—commercial credits—collections and pay- 
ments — special wire connections for speeding transactions. 


Bankers are invited to call on our American 
offices to learn fully about the Bank’s organized 
assistance for private industry and commerce. 


NEW YORK: 64 Wall Street 


CHICAGO: 27 South LaSalle St. 


SAN FRANCISCO: 333 California St. 


HEAD OFFICE—MONTREAL 
Over 500 Branches in Canada and Newfoundland 


BANK OF MONTREAL 


ESTABLISHED 1817 


j 

99 


Third: The savings banks must have 
courage. Whether they like it or not, 
savings bankers are supposed to be the 
kind of men whose judgment will be 
calm and good in an emergency. Whether 
they like it or not, in times like these 
people are going to turn to them for 
guidance and encouragement. They 
find themselves elected to supply more 
than their share of courage and confi- 
dence and the sense of adventure with 
which a well-poised mind compensates 
for the loss of comfort and security. 


(Srantep. courage and a sense of the 
responsibilities of leadership, details 
once more will be easier of solution. 


Cash and Due from Banks 
U. S. Government Securities . 


State and Municipal Securities 
Other Securities 
Stock in Federal Reserve Bank 
Loans and Bills Purchased 
Real Estate Mortgages . 
Banking Houses 

Other Real Estate . 


Interest Accrued 


Capital 
Surplus 
Undivided Profits 


Reserve for Taxes, 
Interest Accrued, etc. 
Dividend Payable 
July 1, 1942. 
Acceptances . 


Deposits . 


U. S. Government Securities 


CENTRAL HANOVER BANK AND TRUST COMPANY 
NEW YORK 


Statement of Condition at Close of Business 
June 30, 1942 


ASSETS 


Customers’ Liability Account of Acceptances 


LIABILITIES 


$21,000,000.00 
60,000,000.00 
17,802, 359.2% 


There are pledged to secure public monies and to qualify for fiduciary powers 


Member Federal Deposit Insurance Corporation 


Today’s troubles will be faced in an 
aggressive mood, and tomorrow’s trou- 
bles will have to wait until they ma- 
terialize. This may involve in many 
instances a kind of mental overturn— 
a psychological revolution which lays 
emphasis on what is constructive, on 
what are the chances of success in any 
given proposition—and coupled with it, 
the determination with which success 
becomes a matter of will rather than of 
judgment. In too many instances, it 
will be necessary to leave behind the 
old temptation to magnify the virtues 
of timidity and negative thinking, the 
old practice of turning eyes backward 
for guidance and perpetually locking 


$361,252,663.42 
660,455,500.10 
475535,509.89 
20,417,000. 86 
2,430,000. 0 
220,128,756.31 
6,3675444.84 
14,440,910.00 
1,038, 369.05 
1,662,068. 39 
1,389,266.47 
Total 


$98,802,359.28 
4,236,289.73 


1,050,000.00 


$65,645,537-74 


The Will to Win 


About the time of Valley Forge 
even a second-rate bank examiner 
could have demonstrated to George 


Washington that in terms of money, 


men and munitions he had beiter 
charge off the American Revolution as 
probable loss. However, there was a 
factor which outweighed that dis par- 
ity of money, men and munitions. 
That factor was the will to win. 


one barn-door after another when in 
each case the horse has already been 
stolen. 

This is no time for the borrowing of 
trouble. It is no longer smart to try to 
anticipate and dwell eternally upon the 
chances of disaster. “Sufficient unto 
the day is the evil thereof” must be the 
motto of banks. This is the time for 
which reserves have been built up, for 
which surpluses and capital structures 
have been created. Before we get through 
this war, we may have to live off our fat 
and like it. In times of great emergency 
we may have to adopt emergency meas- 
ures. 

We may have to cultivate for a change 
the wartime virtues and face the future 
with audacity and the old spirit of 
adventure. 


No. 10--WAACS. Director Oveta Culp 
Hobby, right, of the Women’s Army 
Auxiliary congratulates — the 
Company 


Corps, 


commander of a WAAC 
that won a review. Incidentally, Di- 
rector Hobby is also a director of 
the Cleburne (Texas) National Bank 
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MOBILE FORCES 


N the land, by sea, and in the air, the 
armed forces of the United States are 
showing their power to strike quickly and 
vigorously. They are mastering the new 
requirements of new warfare. 

American industry is making the change- 
over from peace to war production with 

amazing speed. American railroads are meeting the extraordinary new de- 

mands upon them. Farmers are achieving 

new goals in type and volume of output. 

Americas banks also are not fighting 

trench warfare, but have thrown their 

strength forward in aggressive action. 

They are making new kinds of loans. They 

lead the way in the sale of war bonds. 

They have pledged their own resources. Along with the armed forces and 
industry and agriculture they are showing 


that democracy can be mobile. 


We are helping our business and 
banking friends make the change- 


over to new kinds of operations 


THE NATIONAL CITY 


Head Office: i= 2 Branches Throughout 
55 WALL STREET ms Greater New York 
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THE REAL ESTATE 
PICTURE 


A New Housing Era 


ing, with its challenge to technical 

ingenuity, its curtailment of supply, 
and its piling up of unsatisfied demand, 
already suggests both that the post-war 
period will be one of unusually large 
building activity and that this activity 
may be carried on in ways and under 
conditions quite unlike those of the 
Thirties. 

In a few respects the effects of the 
war on housing are similar to those of 
the depression. Private building is rap- 
idly declining. Building organizations— 
particularly the small ones—are being 
forced out of business. Housebuilding 
labor is being dispersed in other activ- 
ity. Owing to the difficulty even in 
making repairs, the condition of the 
existing stock of housing continues to 
decline. But here the resemblance to the 
depression stops. In all other ways, the 
conditions likely to be present at the 
beginning of the post-war era vary 
strikingly from those that we faced 
during the early Thirties. Let us look 
at some of them. 

1. House rents instead of declining 
will be kept from soaring only by rigid 
control—a control almost certain to be 
carried over into the new period. 

2. The general level of income is 
steadily rising; the distribution of the 
increased income is exceedingly broad; 
and savings, particularly in the middle 
and lower income groups, are piling up. 
Demand, instead of drying up, is 
merely hidden behind the barrier of 
war restrictions. 

3. This demand for housing is made 
more pressing by the increasing short- 
age of housing. The last decade saw 
only two non-farm houses built for each 
five net additional families. There were 
few replacements of old houses, and 
the census of 1940 showed that the 
general condition of the existing stock 


Tis impact of war upon housebuild- 
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Research Director, Housing Survey of The 
Twentieth Century Fund—MILES L. 
COLEAN 


was even worse than had been revealed 
by the Real Property Inventories of 
1934. 

4. Although the typical small house- 
builder of the past may be forced from 
the picture, the war housing program 
has at least succeeded in keeping a 
number of fairly large organizations ac- 
tive. The pressure for speed and econ- 
omy has served alike to break down old 
restraints and to develop new tech- 
niques. The wartime housebuilders, 
experienced in mechanized mass hous- 
ing operations, will be ready and eager 
to carry on their activity in the post- 
war period. 

5. Competition for peacetime mar- 
kets among producers of war materials 
should not only create favorable prices 
but also make many new materials and 
new uses of materials available to 
housebuilding. Lumber, steel, alumi- 
num, magnesium and plastics should 
all figure in the drive to make use of 
excess productive capacity. 

Thus in sharp contrast with the first 


years of the last decade, it appears likely 
that we shall enter the post-war era 
with a very strong demand for new 
houses and the beginnings of an indus- 
try capable of meeting the demand. 
What does this all mean in terms of the 
quantity and kinds of housing? 

Forecasting the housing market in 
normal times is difficult enough. Under 
the rapidly changing conditions of a 
war economy and with the many unpre- 
dictables that war occasions, it becomes 
a job for the foolhardy. Yet on the basis 
of certain assumptions we may at least 
get a glimpse of possibilities. We may, 
for instance, assume a fairly high level 
of national income at the close of the 
war—current estimates place it some- 
where near $110 billion at 1940 prices. 
We may perhaps safely assume that the 
relationship of housebuilding to national 
income might be similar to prosperous 
years in the past—in 1925, the rela- 
tionship was 7.2 per cent, and for the 
complete building cycle (1919-1935) the 
average was 4.5 per cent. 


Ox this basis it may be estimated that 
a post-war production upwards of $5 
billion to, say, $6.5 billion is well 
within possibility. How such an expen- 
diture would be divided among the 
various classes of residential construc- 
tion is again a question on which esti- 
mates may widely vary. Assuming an 
average cost (exclusive of land) of 
$3,400 for a non-farm dwelling unit, 
we might (at the $6.5 billion figure) 
produce over 1.3 million new non-farm 
houses and still have nearly $2 billion 
left for new farm houses, housing re- 
pairs and alterations and miscellaneous 
residential construction. 

Assuming such a program to be possi- 
ble, what sort of housing is likely to be 
produced? A part of it, obviously, will 
be for families in the upper end of the 
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income scale—the typical custom or 
semi-custom built houses that we are 
familiar with. Considering the effects 
of the wartime suppression of building, 
the accumulation of savings and in- 
crease in incomes, there is likely to be a 
great deal of this kind of building. The 
$7,000 to $10,000 or $12,000 house will 
probably be much in demand. For a few 
years at least it should provide ample 
business for builders following more 
or less traditional methods of opera- 
tion. 

But this class of dwelling cannot be 
counted upon to go far in meeting the 
post-war demand. Then, as previously, 
the bulk of the potential market will 
come from the families in the lower 
three-quarters of the income scale, who 
have never been adequately served 
with new dwellings. And it is this group 
that stands to benefit most from the 
technical progress that has been made 
during the war period. 


Ti war housing program has dem- 
onstrated that simple, comfortable, and 
attractive houses can be built, even un- 
der the difficult and expensive condi- 
tions created by the existing shortages, 
at prices around $4,000 (and some- 
times less) a unit, including a reasonable 
allowance for the land. It has demon- 
strated that these houses are suscepti- 
ble of mass production under highly 
mechanized methods of operation. 

The large building organization, which 
was a factor of increasing importance 
during the past decade, is even more 
characteristic of housebuilding under 
war conditions. Projects of 500 to 1,000 
units are a commonplace, while develop- 
ments of 2,000, 3,000 and even 5,000 
units have been carried on as single 
operations. And the factory, which be- 
fore the war was only beginning to be 


used in the pre-assembly of house sec- 
tions, has become almost the keynote of 
war production. Whether placed tem- 
porarily on or near the site of a large 
project, or operating on a permanent 
basis, independent of any of the several 
sites it may from time to time be serv- 
ing, the factory seems to have been 
firmly established as an instrument of 
house production. While, in terms of 
size of organization, housebuilding may 
not yet have become big business, the 
war has certainly made it a bigger 
business than it was during the Thir- 
ties when the average production per 
builder was something around four 
houses a year. 


Taese industrial changes are likely to 
result in the capture and extension of the 
market for low priced dwellings by the 
large producer whether he be the project 
builder, constructing considerable num- 
bers of houses in one location, or the 
factory prefabricator serving a number 
of locations, and reaching even into the 
smaller communities where only a few, 
separately erected dwellings may be 
needed. It is not unlikely that an im- 
portant part of the demand for more 
expensive houses—ranging to $12,000 
at the 1940 price level—will gradually 
be met in the same way. The small scale, 
handicraft builder in the future is apt to 
be more and more confined to a limited 
market demanding a thoroughly cus- 
tom-built article. 

If such a shift in the method of house 
production takes place, it is bound to 
bring with it many new banking prob- 
lems. The financial needs of the large 
producer, for both the production and 
the marketing of his product, are far 
different from those of the traditional 
house-by-house builder. Housing finance 
must, therefore, face modifications that 
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will permit it to meet the special re- 
quirements resulting from the indus- 
trial change. 

Traditionally the mortgage has been 
the instrument of housing finance, both 
for the producer and the purchaser. 
Either the prospective buyer obtained 
a loan or a commitment to make a loan 
before construction started, or the 
builder, if operating on his own account, 
obtained funds by mortgaging the prop- 
erty on which he was working. Through 
the transfer of that mortgage to the 
ultimate purchaser, the same instru- 
ment frequently served the purposes of 
both producer and consumer credit. 
Commercial credit in the ordinary sense 
was not characteristically used for con- 
struction purposes, and, when it was, at 
least a commitment to make a mortgage 
loan on the completed property was 
usually present. 

In dealing with the small builder 
without any appreciable investment in 
plant or equipment and usually with no 
certain prospects for continuing in busi- 
ness, a form of security that looked be- 
yond the credit of the producer to the 
value of the product itself was essential. 
Moreover, for such a builder, this type 
of financing was usually satisfactory. 
It took care of his immediate capital 
requirements, and it usually provided 
him with a relatively painless escape in 
case his sales or rentals did not mate- 
rialize. 


Tae customary modes of housing 
finance are not so well suited to the 
large producer, whose credit needs are 
likely to be greater and more various 
than those of the small builder. Since 
the large mechanized producer must 
have a considerable investment in 


“, . . houses are susceptible of mass production under highly mechanized methods of operation” 
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plant and equipment, he may need credit to help provide 
these essentials. Since he must purchase materials on 
large scale, he will need credit to finance his inventory. 
Since a considerable part of his work will be done away from 
the building site and perhaps considerably in advance of 
final site assembly, he will need credit to help tide over the 
period of production. He may also help finance dealer: 

For none of these operations does the mortgage on the 
individual house or group of houses fit the purpose. For the 
‘most part the need will be for short term and intermediate 
commercial loans, secured by the general assets and credit 
of the producer rather than his completed or partially com- 
pleted products. Here should be an important new field 
of banking business. Since large scale production necessarily 
means greater concentration, the financing too is likely to 
be concentrated in fewer and larger institutions than the 


ordinary dwelling construction loan of today. 


Tae post-war period is likely to bring changes not only 
in the type of producer’s credit but in the ways of financing 


when you build this way the purchaser as well. Although it is possible that wartime 


A city for 20,000 people — 
5,000 Homasote Precision-Built 
Homes—is being built at Ports- 


mouth, Virginia, in the record 
time of five months... This un- 
precedented project will pro- 
vide much-needed housing for 
shipbuilders of the Portsmouth 
Navy Yard—which has ex- 
panded its labor force from 
5,280 to 40,000 men. 


But suppose—after the war— 
employment at the Navy Yard 
returns to the peacetime level. 
Will Portsmouth then be sad- 
dled with a vast ghost town? 


NO! Because each of the 5,000 
Homasote Homes at Ports- 
mouth is demountable—can be 
taken down in three hours, re- 


erected on another site in three 
more, with a total loss in materi- 
als of gust $22 per house. 


Seven years’ experience is back 
of today’s performance records 
of Homasote Precision-Built 
Construction—an engineering 
system of prefabricating ma- 
chine-perfect, doubly-insulated 
homes—of any size and any 
design — built in any quantity 
from one to 5,000 and up. All 
Homasote Homes can be of de- 
mountable construction—there- 
by safeguarding mortgage val- 


ues. For if the original neighbor- 
hood deteriorates, the demount- 
able Homasote Home can easily 
be moved to a better site. 


After the present emergency, 
you will find new and secure 
avenues for the employment of 
bank funds in low-cost housing 
markets—which the speed, effi- 
ciency and low cost of Homasote 
Precision-Built Construction 
will open up for the first time. 
Write for full details on this 
direct opportunity for the alert 
banker. HOMASOTE COM- 
PANY, Trenton, New Jersey. 


HOMASOTE COMPANY... TRENTON, N. J. 
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savings may, for a time and especially for the more costly 
| types of houses, result in a greater than usual proportion 
of low ratio loans, it is hardly likely that any large volume 
of low priced house construction can be maintained without 
the low down payments and long payment period that 
were characteristic of home purchase loans in the Thirties. 

Such change as there is likely to be from this pattern will 
probably be in the direction of even lower down payments. 
In spite of the probability of an unusually high level of 
savings, the years following the war are likely to be unsettled 
years. During the process of reconverting war industry and 
of developing new peacetime products, employment oppor- 
tunities are likely to shift rapidly, new migration may occur, 
and the prospect of moving will at least be present. In spite 
of their savings, therefore, large numbers of families may be 
unwilling to enter into long term contracts involving much 
risk of capital. 

At the same time the building of rental housing will un- 
doubtedly continue to be handicapped by the same difficul- 
ties that, in spite of a great increase in the rental demand, 
held it back during the Thirties. The almost certain con- 
tinuance of rent restrictions into the post-war years may 
add to the difficulties of producing new dwellings on a 
straight rental basis. The escape from this dilemma may 
be through the development of various forms of lease pur- 
chase plan. 

The working out of such schemes will involve considerable 
financial ingenuity. The property possibly may be mort- 
gaged, but in the builder’s rather than the owner’s name. 
Or new types of housing operating companies may evolve, 
which would initially own the projects, gradually trans- 
ferring them to the purchasers—involving not only new 
methods of financing but new forms of trustee relationships. 
Or, following the pattern of the Metropolitan Life Insur- 
ance Company, financial institutions may themselves in- 
creasingly undertake directly the ownership of housing. 

The war has not only eliminated business-as-usual so far 
as housebuilding and home finance are concerned; it even 
promises to carry us technically beyond a point where a 
return to business-as-we-have-known-it will be possible. 
New housing construction privately financed can play 4 
vital réle in the period of post-war readjustment. The 
greatness of that réle and the success with which it can be 
played will depend upon how well the new problems are 
analyzed and how thoroughly the needs for new methods 
and new points of view are anticipated. 
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x the effects it will have upon the 
eal estate and mortgage markets 
and in the term of its duration, rent 

control is probably the most important 
development which has arisen out of 
present war conditions. 

Theauthority for imposing restrictions 
on the rent of residential properties 
is specifically provided in the Emer- 
gency Price Control Act of 1942 (Pub- 
lic 421—77th Congress, Chap. 26, 2nd 
Session, approved Jan. 30, 1942). Sec- 
tion 1 (a) of this act declares it to be 
“in the interest of national defense and 
security . to stabilize prices and to 
prevent speculative, unwarranted, and 
abnormal increases in prices and rents,” 
and the prevention of these and 
other disruptive economic phenomena 
is stated to be one of the purposes of 
the act. 

Section 2 (b) authorizes the adminis- 
trator to control rents ‘* whenever in the 
judgment of the administrator such ac- 
tion is necessary or proper in order to 
effectuate the purposes of this act.” 
This control is effectuated by the ad- 
ministrator’s first issuing a ‘*declara- 
tion setting forth the necessity for, and 
recommendations with reference to, the 
stabilization or reduction of rents” for 
any and all dwelling accommodations 
rented or offered for rent within any 
area which he, in the declaration, es- 
tablishes as a ‘*defense rental area.” 


Ar rER issuing such a declaration, the 
administrator must wait for 60 days to 
observe the effect of his declaration. If 
at the end of that period, in his judg- 
ment, rents have not become stabilized 
or been reduced as he recommended, he 
may ‘by regulation or order establish 
such maximum rent... as in his 
judgment will be generally fair and 
equitable and will effectuate the pur- 
poses of this act.” 

\fter the effective date of any such 
regulation or order it is unlawful for any 
person. to . demand or receive 
any rent ” in excess of the estab- 
lished maximum, or “to offer, solicit, 
attempt, or agree to do any ” of 
the things that constitute a violation of 
the provisions of the act, declaration, 
or regulations. The penalties provided 
are “a fine of not more than $5,000 

’ or imprisonment “for not more 
than one year . . .” or both. 

As of July 1, maximum rent regula- 
tions had been promulgated covering 
34 defense rental areas containing, ac- 
cording to Victory magazine, published 
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Rent Control 


Director of Research in Mortgage and Real 
Estate Finance, the American Bankers 


Association. -ERNEST M. FISHER 


by the War Production Board, one- 
fifth of the nation’s population. And 
according to a statement of the Price 
Administrator, “We have not stopped 
yet.” Three hundred twelve other de- 
fense rental areas had been established, 
making a total of 366, with a popula- 
tion aggregating 89 million, in which 
rents were either actually or prospec- 
tively under Federal control. 

The regulations promulgated provide 
for the registration in the “area rent 
office” of every dwelling accommoda- 
tion rented or offered for rent. The regis- 
tration forms are in triplicate, and 
provide for both a description of the 
accommodations and a determination 
by the landlord of the maximum rent at 
which he may subsequently rent or offer 
to rent the property. One copy of the 
registration form is retained by the rent 
area office, the second is sent to the 
tenant for inspection and approval or 
objection, and the third is returned to 
the landlord after the time for filing 
objections has elapsed. In case of ob- 
jection, hearings may be held and the 
area rent director may resolve the ques- 
tion raised. On the copy sent to him, the 
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tenant is told that he shall not pay a 
rent in excess of the maximum set down 
on the registration statement. This 
procedure appears very cumbersome. 

The objectives of rent control are 
several. It is obviously a part of the 
program to control the rise of prices and 
the cost of living. Rent bulks large in 
the budget of the renter, and effective 
control of this item would go far to keep 
down the cost of living. 


Bor the chief objective of rent con- 
trol is to prevent the unrest that always 
accompanies rising rents. It is to insure 
political tranquility. 

Rents represent an item in the cost 
of living which can be controlled with 
greater certainty than can the prices of 
most commodities and services. There 
can be no “black market”’ in rents, be- 
cause the objects for the use of which 
rent is paid cannot be concealed, moved, 
or dealt in surreptitiously. The only 
requisite to successful rent control is a 
flexibility of administration that can 
quickly act to stop practices that evade 
existing regulations. Under the wide 
powers granted the administrator by 
the Price Control Act, it ought not to be 
difficult to discover and deal with such 
forms of evasion as appear. 

Another characteristic of rent control 
is its permanency. Though designed for 
an emergency situation and limited in 
duration by the act that establishes it, 
rent control is likely to be one of the 
most tenacious of all the restrictions 
placed upon property during the emer- 
gency. In England, rent control was 
imposed in 1915, under an act which 
limited its duration to six years; when 
war broke out in 1939, it was still in 
operation, and those portions of the 
original act which had been allowed to 
expire or had been modified were 
promptly reenacted. In New York, the 
rent control legislation first enacted in 
1920 was allowed to expire by limita- 
tion only in 1929 11 years after the 
armistice was declared. 


The very conditions which necessitate the imposition of rent 


control are aggravated by its operation and tend to perpetuate the 
necessity for its continuation. It is likely, therefore, that some 
form of rent control will complicate the problems of banks that 


hold mortgages or other real estate in their portfolios for some years 


to come. 
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activity. of this country, there was 

a great advance in the construction 
of dwelling units. This building was to 
be found largely in the so-called “de- 
fense areas,”’ but there was also a con- 
siderable degree of building throughout 
the country in all areas as a result of 
the general increase in prosperity. As a 
consequence of this large amount of 
residential building last year, approxi- 
mately 700,000 dwelling units were con- 
structed. This is the largest number of 
units built since 1928, when over 750,- 
000 non-farm residential units were 
erected. 

However, now that this country is at 
war this great activity has been greatly 
curtailed due to the shortage of ma- 
terials and the restrictions placed upon 
housing construction. Therefore, for 
the period of the war at least, banks, as 
well as other mortgage lending institu- 
tions, face a practical closing of the 
mortgage market with the exception of 
two outlets, (1) housing for war work- 
ers, and (2) refinancing of existing mort- 
gage indebtedness. 

War Housing: War housing is as 
essential to the war effort as is the build- 
ing of plants and the construction of 
planes, tanks, guns, and ships. Of course 
this war housing may be financed with 
private as well as government funds. 
Private enterprise and private equip- 
ment are being used, and rightly so, for 
the construction of permanent dwelling 
units in areas where their continued use 
after the war seems fairly certain. On 
the other hand, public funds are being 
used for the construction of dormitories 
and inexpensive temporary structures 
in areas which will become depopulated 
after the war emergency is over. 


I 1941, during the period of defense 


Ix September 1941 priority assist- 
ance was granted for the construction 
of 200,000 units with private funds, and 
150,000 units with public funds. By 
April of 1942 all of these private units 
were completed or under construction. 
In March of this year the War Produc- 
tion Board authorized priority as- 
sistance for the balance of 1942 for an 
additional 200,000 units to be built 
with private capital. Public funds will 
provide for the construction of some 
300,000 additional units. 

The privately financed war housing 
is of vital interest to the banks of this 
country. Not only does this construction 
provide an outlet for the uninvested 
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Problems in Mortgage Lending 


Vice-president and Comptroller, The 


Bloomfield Savings Institution, Bloom- 
field, New Jersey —-GRAHAM NASH 


mortgage funds of these institutions, but 
also it is the patriotic duty, as well as 
the privilege, of the banks of this coun- 
try to make this contribution toward 
the country’s war effort. Furthermore, 
if private capital, as represented by 
banks and other mortgage lending in- 
stitutions, fails to provide the funds for 
this part of the housing program, gov- 
ernment agencies will be forced to step 
in and provide the necessary working 
capital. If this situation occurred it 
would be very unfortunate indeed, as it 
would be a blow to the future strength 
and prestige of chartered banking in 
this country. 


There are no specific regulations 
which require a lending institution to 
make only insured loans for the con- 
struction of war housing. That is, a 
bank, if it so desires, may make unin- 
sured amortized loans for the construc- 
tion of housing in so-called “defense 
areas.’ However, as a practical matter, 
almost no institution would consider an 
uninsured loan for war housing, inas- 
much as the prospective builders or 
purchasers of this type of dwelling unit 
will expect a down payment of only 10 
to 20 per cent and a maturity of 20 to 25 
years, as these terms may be obtained 
by means of an FHA insured loan. It is 
evident, therefore, that the mortgage 
funds used for the construction of war 
housing will in almost every instance 
be in the form of FHA insured loans. 
In accordance with Conservation Or- 
der L-41, effective April 9, 1942, the 
War Production Board will not grant 


priority for any building other than 
war housing. Due to this order, the 
field offices of the Federal Housing Ad- 
ministration have been instructed not to 
place applications for mortgage insur- 
ance under Title II pertaining to pro- 
posed new properties in ‘non-defense 
areas.”’ Hence, the activity of the Fed- 
eral Housing Administration in con- 
nection with the insuring of mortgage 
loans for the construction of small resi- 
dential dwelling units is now contined 
exclusively to Title VI of the National 
Housing Act, as FHA.loans for con- 
struction in “defense areas” must be 
issued under this title of the act. 


IL is quite evident that the only type 
of loan which is available to mortgage 
lending institutions, on residential con- 
struction, is the FHA insured loan un- 
der Title VI, covering new construction 
in ‘‘defense areas.” There may be some 
hazards in connection with the financ- 
ing of war housing, but these hazards 
are not as great as the risk of not win- 
ning this war, or the prospect that the 
Government may have to take over the 
banking institutions’ job of providing 
the necessary capital for this construc- 
tion. It appears to me, in the final analy- 
sis, as though loans under Title VI of 
the National Housing Act are just as 
desirable as loans insured under Title IL. 
The principal point to bear in mind is 
that loans insured under both of these 
titles have the same insurer or endorser, 
that is, the full faith and credit of the 
United States Government. There are 
also one or two points in which Title VI 
loans are more desirable than loans 
under Title IL. In the first place, under 
Title VI where, at the time of the insti- 
tution of foreclosure proceedings, the 
outstanding principal balance of the 
loan exceeds 80 per cent of the appraised 
value of the property as of the date the 
mortgage was accepted for insurance, 
the administrator will include in the 
debentures issued, on account of actual 
foreclosure costs, an amount not in ex- 
cess of 2 per cent of the outstanding 
principal balance of the mortgage as of 
the date of the institution of foreclosure 
proceedings, but not in excess of $75. 


However. if two-thirds of the actual 
cost of the foreclosure proceedings is in 
excess of $75, then this two-thirds of 
the cost will be allowed by the adminis- 
trator. In the second place, the pro- 
visions of the act in regard to waste do 
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not apply to mortgages on which the 
unjaid principal balance, at the time 
of the institution of foreclosure proceed- 
ings, exceeds 75 per cent of the ap- 
praised value of the property as of the 
date the mortgage was accepted for 
insurance, and in any event the obliga- 
tion of the mortgagee to repair waste 
has been limited to $100 for each family 
dwelling unit covered by the mortgage. 

Refinancing of Existing Mortgage In- 
debtedness: In all probability there will 
be quite a demand for mortgage loans 
during the war period for the refinanc- 
ing of existing mortgage indebtedness. 
Due to the need for housing units, and 
the shifts in population from one area 
to another, there should be a substan- 
tial turnover in residential properties. 
The Federal Home Loan Bank Board 
reports that in 1937 only 30 per cent of 
the total home mortgage loans made 
on one- to four-family dwellings by 
savings and loan associations, com- 
mercial banks, life insurance com- 
panies, and mutual savings banks, was 
for new construction; while the remain- 
ing balance of 70 per cent was for the 
purchase of existing homes, refinancing, 
modernization, and rehabilitation. It is 
apparent from these figures that even in 
other than war times there is a very 
substantial volume of new mortgage 
loans made for other than new con- 
struction. 

Particular care must be taken, as is 
always the case, in granting loans on 
existing dwellings. It is more difficult to 
correctly appraise the value of an old 
building, as the value in the hands of 
different people varies considerably due 
to the unusual features of the premises 
which may attract the present owner 
but seem very undesirable to the pro- 
spective purchaser. This type of loan 
may be made with a regular bank amor- 
tized mortgage, or else an FHA insured 
loan under Title II of the National 
Housing Act. The FHA is becoming in- 
creasingly strict in computing its values 
on existing properties, but they are still 
insuring loans of this nature. 


Mortgage Portfolio Management 


DURING the present wartime economy 
the servicing of a bank’s mortgage port- 
folio takes on a new degree of impor- 
tance and complexity. The high per- 
centage of employment in this country, 
together with the rising scale of wages, 
should enable a lending institution to 
fulfill many of its desires with respect to 
increases in amortization payments and 
the reducing of balances on loans having 
too high a ratio of loan to current ap- 
praised value, which was not possible 
during the depression years of low 


September 1942 


WAR- 


REWROTE THE RULE BOOK 


BUY U.S. WAR BONDS AND STAMPS 


AMERICANS 
CREDITINDEMNITY 


LOMPANY 


Guarantees Payment of 


War revised the first page at Warsaw, 
changed other pages at Narvik, at Amsterdam 
and Paris, destroyed the whole book at Pearl 
Harbor. That day, war destroyed your peace- 
time rule book of credits. 


Before those days, management experience 
weighted your decision... but since then a wall- 
paper manufacturer made the bombs delivered 
in Tokyo. Before those days, the product manu- 
factured weighted your decision... but since 
then a motor manufacturer made the tanks that 
stopped Rommel...since then, many firms 
acquired customers previously unknown to 
them but to whom they must extend credit. 


So bank loans to clients quickly become 


loans to unknown customers of clients. 


These critical days demand instant action 
by both banks and manufacturers. But neither 
banks nor their clients need assume needless 
risk on credit sales to new customers. 


Note carefully the answer given by clients 
to the question regarding Credit Insurance on 
the A. B. A. Financial Statement form. When 
prudent, suggest safeguarding your client’s 
welfare and your loans with American Credit 
Insurance, the guarantee that severe credit 
losses will neither injure your client... 
imposed on your bank. 


nor be 


May we provide additional information? 
Write Dept. K— no obligation, of course. 


J. F. McFadden, PRESIDENT 
First National Bank Building., Baltimore, Md. 


OFFICES IN PRINCIPAL CITIES 
OF UNITED STATES AND CANADA 


49 YEARS IN BUSINESS 
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wages and unemployment. On the other 
hand, the induction of men into the 
service of the armed forces of the coun- 
try, and the dislocation of certain in- 
dustries as a result of the national war 
effort, has introduced a new hazard into 
the mortgage lending field which re- 
quires an even more careful servicing of 
the mortgage portfolio than heretofore. 
The present wartime conditions accen- 
tuate and reemphasize the need for ade- 
quate amortization of the existing loans 
as well as the new loans in the mortgage 
portfolio. It is now the firm belief of 
almost every lending institution that a 
mortgage which is not being steadily 
reduced through amortization is not 
good for the lender or the borrower. 
One of the main points in President 


Roosevelt’s seven-point program to pre- 
vent a disastrous rise in prices is en- 
couragement of paying off debts and 
mortgages as a means of reducing the 
ever rising tide of purchasing power. In 
cooperation with this program of the 
President, the Federal Housing Admin- 
istration has amended the regulations 
so as to remove the 1 per cent penalty 
premium required upon the prepay- 
ment of an FHA insured mortgage, ex- 
cept in those cases where payment in 
full is made for the purpose of refinanc- 
ing the mortgage. 


Ix the second place, the amortization 
of mortgage loans in large or small 
amounts will tend to lessen the inevi- 
table impact of the post-war slump in 


Steel plants and rolling mills in the Chicago area annually 
turn out products with an estimated value of $792,000,000. 


CORRESPONDENT SERVICE 
KEYED TO THE TIMES 


Complete and timely information 
is a vital necessity under today’s 
swiftly changing conditions. Cor- 
respondents of The Northern Trust 
Company may take full advantage 
of this bank’s highly developed facil- 
ities for fact-finding. This, of course, 


is in addition to the competent 
handling of all routine matters for 
correspondents with a connection 
here. Inquiries are invited from out- 
of-town banks seeking a strong, 
well-informed representative in the 
Chicago area. 


THE NORTHERN TRUST COMPANY 


50 SOUTH LA SALLE STREET, CHICAGO 


Member Federal Deposit Insurance Corporation 


business activity on the soundnes- of 
the mortgage portfolio. Every attempt 
should be made to encourage the mort- 
gagors to pay off additional sums on ac- 
count of the principal of their loans. An 
active campaign of this nature should 
produce very fine results in those com- 
munities where a large percentage of the 
mortgagors are employed in war in- 
dustries. 

In setting up this campaign for addi- 
tional amortization payments on exist- 
ing mortgage loans, some institutions 
have sent out letters to their borrowers 
suggesting that if their income is some- 
what greater than usual, it would be to 
their advantage to apply a portion of 
this excess to reduce the principal bal- 
ance of their loans. This .program has 
met with varying degrees of success by 
the institutions which have tried it. It 
appears that in order to have it work 
successfully, great care should be used 
in selecting the borrowers to whom the 
letters are sent. That is, only those in- 
dividuals should be contacted who are 
in war industries and are receiving high 
base rates of pay plus large overtime 
payments. Letters should not be for- 
warded to the office workers who have 
not received an increase in salary, but 
who are feeling the present-day higher 
cost of living. If a home owner who has 
no additional source of income receives 
this form of letter, he will, in all proba- 
bility, simply request from the lending 
institution a reduction in interest rate, 
so that no additional principal payment 
is obtained, and only a lower return on 
the mortgage is realized. 


L: is evident that during the present 
period of high wages it is to the advan- 
tage of the lending institutions, the 
borrowers, and the country as a whole 
to have borrowers pay off, in as large 
sums as possible, on account of the out- 
standing balances of existing mortgage 
loans. 

A systematic inspection program 
should be established so as to ascertain 
that essential repairs to the mortgaged 
premises are not being overlooked. If 
the present war emergency continues 
and the Government increasingly im- 
poses priorities on this type of work, 
there will be more and more difficulty 
in keeping the mortgaged premises in 
satisfactory condition. The repair bills 
should not be permitted to accumulate 
as there is the danger that after the war 
is over, certain home owners may turn 
over their property to the lending insti- 
tution, as it might be more to their ad- 
vantage to apply the cost of repairing 
the old building towards the purchase 
of a new one. 
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Priorities can be obtained for this 
type of necessary work in “defense 
areis.”’ Furthermore, work in the nature 
of repairs and maintenance which is 
necessary to keep a house in a “defense 
area” in habitable condition, does not 
come within the restriction of Conserva- 
tion Order L-41. Of course such items as 
redecoration of the interior of a house, 
and painting the outside, are not even a 
repair item, but are more or less in the 
nature of upkeep expense where no pri- 
ority assistance is needed. If the mort- 
gagor is unable to pay for this type of 
repair by means of cash, funds may be 
obtained through an FHA Title I in- 
sured loan. In most instances the term 
of this type of loan is restricted to one 
year in accordance with the provisions 
of Regulation W. However, if the loan 
is to be used to keep a dwelling unit in 
a “defense area”’ in habitable condition, 
it is exempted from Regulation W and 
the term of the loan may be extended 
to a period of three years. 


IR other words, it appears to me that 
very intensive mortgage portfolio in- 
spection should be practised by lending 
institutions during the present war- 
time period. The security back of most 
mortgages depreciates from day to day, 
and periodic check ups should be made 
to ascertain whether this depreciation is 
seriously affecting the security back of 
the loans. 

Special attention should be given to 
the payment of real estate taxes on all 
mortgaged premises. During the present 
period of high wages less tax delin- 
quency should be permitted. A strict 
adherence to this procedure will keep 
the loans in the portfolio in good cur- 
rent standing. Furthermore, this policy 
should reduce the amount of loss on any 
loan in the event the mortgagor is in- 
ducted into the armed forces, and the 
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provisions of the Soldiers’ and Sailors’ 
Civil Relief Act are invoked, or in case 
of default on any loan after the war due 
to loss of the borrower’s income during 
the adjustment period from a wartime 
to a peacetime economy. 
Civil Relief Act 

ACCORDING TO the terms of the Sol- 
diers’ and Sailors’ Civil Relief Act of 
1940 a lending institution is in many in- 
stances practically helpless when a mort- 
gagor becomes a member of the armed 
forces of this country. If the borrower’s 
income is so curtailed by this change that 
he is unable to meet the carrying charges 
on his property, the mortgagee is re- 
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stricted by this act from taking over 
the property by foreclosure, in the usual 
manner, even though the loan may be in 
default for interest, principal, or taxes. 
In the case of a regular bank loan, one of 
the courses which appears to be open to 
the mortgagee is to reach some working 
agreement with the borrower whereby, 
for the duration of the war, the carrying 
charges will be reduced to a minimum. 
That is, waive principal payments, re- 
duce the rate of interest where neces- 
sary, but require the payment of insur- 
ance and taxes. If no workable plan can 
be devised, the institution is faced with 
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the alternative of either waiving all in- 
terest and amortization on the loan for 
the duration of the war, letting the 
taxes accumulate or advancing them as 
part of the principal balance of the 
loan, otherwise, attempting to acquire 
the property by foreclosure. 


The act does not prevent the lending 
institution from instituting foreclosure 
proceedings against the borrower, but it 
does greatly restrict the possibility of 
securing a sheriff’s deed to the property. 
Section 302 of the act states that in any 
foreclosure proceedings commenced in 
any court during the period of military 
service of the borrower, the court, after 
hearing the evidence submitted by such 
person or someone on his behalf, can 
stay the foreclosure proceedings as 
provided in the act, or make such other 
deposition of the case as may be equita- 
ble to conserve the interests of all 
parties. In other words, if the principal 
balance of the loan was small and the 
equity of the borrower was large, the 
court would in all probability stay the 
foreclosure proceedings. However, if 
the mortgage was large and the bor- 
rower’s equity in the property was 
negligible, the court might permit the 
lending institution to acquire the 
property. 
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Where the mortgage is an FHA loan 
insured under Title II or Title VI.of the 
National Housing Act, the mortgagee is 
not in general permitted to accept par- 
tial payments or make any special ad- 
justments with the borrower. However, 
the administrative regulations of the 
administrator were amended in March 
1942 to provide that if the mortgagor 
is a person in military service the mort- 
gagee may, by written agreement, post- 
pone for the period of military service 
and three months thereafter, that part of 
the monthly payment which represents 
amortization of principal, provided such 
agreement contains a provision for re- 
sumption of monthly payments there- 
after in amounts which will completely 
amortize the mortgage within its regular 
maturity. Furthermore, there is noth- 
ing to prevent the mortgagee from 
reducing the rate of interest on an in- 
sured loan as the act only provides a 
maximum and not a minimum rate. 
Hence, the lending institution can prac- 
tically make as many adjustments in 
the payments of an FHA loan as on a 
regular bank loan where the borrower is 
in military service, with the exception 
that no reductions may be made in 
monthly payments on account of mort- 
gage insurance premium, hazard insur- 
ance, or real estate taxes. 


However, if it appears that no s.tis- 
factory adjustment can be made in the 
payments on an FHA loan where the 
mortgagor is in military service, the 
best procedure to follow is for the lend- 
ing institution to institute foreclo-ure 
proceedings. The desirability of ‘his 
practice is that the FHA debentures are 
issued as of the date the foreclosure j)ro- 
ceedings are instituted. Therefore, if 
the court will not permit the mortgagee 
to obtain title to the property, the in- 
stitution is still protected as the deben- 
tures are issued as of the date the bil! is 
filed. 

It seems almost self-evident that the 
increases in Federal income taxes im- 
posed upon individuals will have a very 
great bearing upon the ability of the 
mortgagor to meet his monthly mort- 
gage payments. 

There seems to be very little that a 
lending institution can do to protect 
its mortgage portfolio from these in- 
creased taxes. 

The use of tax savings accounts and 
the purchase of Tax Anticipation Notes 
should be strongly urged by the banks 
in their advertising and personal con- 
tact with the mortgage borrowers. This 
method of accumulating income taxes 
in advance should help to lessen the 
blow of the quarterly tax payments. 
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REAL ESTATE 


Real Estate Credit Analysis 


C. Lane Goss 


RECOMMENDATION for a complete re- 
A appraisal of all real estate, without 
reference to book values, was contained 
in a communication addressed to this 
section of the convention by C. Lane 
Goss, vice-president of the Worcester 
County Institution for Savings, Worces- 
ter, Massachusetts. He suggested the 
use of “financial or credit analyses in- 
stead of the single sheet or horseback 
appraisal method” and urged the adop- 
tion of “tested procedures” similar to 
those outlined in the A.B.A. Home Loan 
Mortgage Manual, which will be re- 
leased soon. 


Here are some of Mr. Goss’ other 
recommendations: 

“Eliminate the sub-standard mort- 
gages. 

“Amortize every mortgage that ex- 
tends beyond the economic life of the 
property. 

“Establish 


basis. 


reserves on a realistic 

“Raise mortgage lending standards 
to uniform levels with the certainty of 
repayment as the prime consideration 
rather than the liquidating value of the 
property. 

“Banks should compete with other 
lending agencies on a price and service 
basis rather than through sacrificing 
quality and construction standards. 

“Relegate to the ash heap such rules 
of thumb as 25 per cent for rent; two 
and a half times for value; never re- 
selling to present owners. 

“Relate each individual mortgage ap- 
plication to experience studies and to 
facts obtained from the bank’s own 
research and statistical files. These 
files should reveal data on deeds re- 
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corded, Federal Reserve figures, popu- 
lation, immigration, tax burden, build- 
ing costs, permits, rent control and 
other items. 


A MORATORIUM is less likely if polli- 
cies and procedures are carefully ex- 
plained and loans made within the 
capacity of the borrower’s income at 
the right time and on proper buildings. 


4 


“‘Customers will be less inclined to 
request legislative relief if banks pro- 
vide what people want, on a _ high 
ethical plane, and include such services 
as monthly level payments, life insur- 
ance coverage, interest and amortiza- 
tion incentives, long term contracts, 
architectural service, tax plans and 
construction loans at rates determined 
by supply and demand.” 
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Mortgage Debtor Relief 


General Counsel and Secretary, Chicago 
Title and Trust Company—HAROLD 
L. REEVE 


HERE is nothing novel in the gen- 
Te objectives or aspects of debtor 
relief legislation. It is traditional 
for both state legislatures and the 
Federal Congress to be sensitive to the 
plight and numbers of mortgages 
debtors. 
During 


the depression 30 states 


passed debtor relief emergency legisla- 


tion of some sort. Some states declared 
a moratorium on mortage foreclosures. 
Others stayed foreclosure sales. Some 
extended redemption periods. Others 
abolished deficiency judgments or es- 
tablished a formula to lessen their 
amount. The basis for these state acts, 
as expressed in many a statutory pre- 
amble, was an “emergency” and “un- 
precedented financial crisis”” which had 
befallen the state and nation, requiring 
legislative relief for its debtor class. 
With the passing of the depths of the 
depression eight states have allowed 
their moratorium laws to lapse for want 
of renewal. In 11 states, whose law- 
makers continued to feel the urge to 
protect mortgage debtors by renewing 
such statutes, courts now have taken 
judicial notice of the change in economic 
conditions which has occurred and have 
declared emergency legislation then on 
the statute books to be no longer valid, 
on the theory that the emergency which 
required the relief has passed. In nine 
states some type of mortgage moratoria 
legislation still continues, and 18 states 
still have deficiency judgment laws. 
The objective of the Federal Soldiers’ 
and Sailors’ Civil Relief Act of 1940, 
and its pending amendments of 1942, is 
the legal protection of persons in mili- 
tary service in order that they may be 
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free from anxiety concerning their civil 
obligations. Insofar as the act treats of 
mortgages, its mechanism is relatively 
simple. As to persons in military serv- 
ice, the courts may either stay fore- 
closure proceedings until after termina- 
tion of the period of service of the 
person involved, or else the courts may 
make some other disposition of the case 
which may be equitable to conserve all 


interests. The Act applies only to mort- 
gages originating prior to October 17, 
1940. It limits foreclosure sales under 
powers of sale in states where this 
has been the accepted method of fore- 
closing, for such sales will be invalid 
if made during the mortgagor’s serv ice, 
or within three months thereaiter, 
unless made upon a prior order of 
court. 


Moratoria Provisions in Effect in these States: 


California, Maryland, Minnesota, Montana, New York, North Dakota, Ohio, 


Vermont, Wisconsin. 


No Moratorium Legislation Enacted in: 


Alabama, Colorado, Connecticut, Florida, Georgia, Indiana, Kentucky, 
Maine, Massachusetts, Missouri, Nevada, New Mexico, Oregon, Rhode 
Island, Tennessee, Virginia, Washington, West Virginia, Wyoming, Utah. 


States in Which Moratorium Legislation Has Been Declared Unconstitutional: 
Arizona (Pouquette v. O’Brien, 100 Pac. (2d) 979 [1940)}) 

Arkansas (Adams v. Spillyards, 61 S.W. (2d) 686 [1933)) 

Idaho (Alliance Tr. Co. v. Hall, 5 F. Supp. 285 [1934]) 

[owa (First Trust, etc. v. Arp, 283 N.W. 441 [1939]) 


K 


(1. Langworthy v. Kadel, 40 Pac. (2d) 443 [1935]) 
weal ty Life Ins. v. Anthony. 52 Pac. (2d) 1208 [1937|) 


Mississippi (Jefferson Standard Life v. Noble, 188 So. 289 [1939}) 
Nebraska (First Trust Co. v. Smith, 277 N.W. 762 [1938]) 

New Jersey (Alert B. & L. v. Bechtold, 199 Atl. 734 [1938]) 
Pennsylvania (Shallcross v. North Branch, 187 Atl. 819 [1936]) 
Texas (Travellers Life v. Marshall, 76 S.W. (2d) 1007 [1934]) 
South Dakota (HOLC v. Oleson, 3 N.W. (2d) 880 [May 17, 1942]) 


States in Which Moratoria Provisions Have Expired: 
Delaware (1935), Illinois (1935), Louisiana (1940), Michigan (1940), New 
Hampshire (1937), North Carolina (1935), Oklahoma (1935), South Caro- 


lina (1935). 


Deficiency Legislation Is in Effect in: 


Alabama, Arizona, California, Idaho, Iowa, Louisiana, Michigan, Minnesota, 
Montana, Nebraska, New York, North Carolina, North Dakota, Ohio, 
Oklahoma, Pennsylvania, South Dakota, Washington. 


States in Which There Has Been No Deticiency Legislation: 


Colorado, Connecticut, Delaware, Florida, Illinois, Indiana, Kentucky, 
Maine, Maryland, Massachusetts, Missouri, New Hampshire, Nevada, 
New Mexico, Oregon, Rhode Island, Tennessee, Utah, Vermont, Virginia, 


Wyoming. 


States in Which Deficiency Legislation Has Been Declared Unconstitutional: 
Alabama (in part) (First Nat’l v. Jaffe, 196 So. 103 [1940]) (Now expired) 
Arizona (in part) (Kresos v. White, 54 Pac. (2d) 800 [1936]) 
Arkansas (Adams v. Spillyards, 61 S.W. (2d) 686 [1933]) 
eee ta (1. Bennett v. Superior Ct., 42 Pac. (2d) 80 [1935]) 
California (in part) (> p7ales v. Snowden, 65 Pac. (2d) 847 [1937]) 
Georgia (Atlantic Loan v. Peterson, 182 S.E. 15 {1935}) 
Kansas (K. C. Life v. Anthony, 52 Pac. (2d) 1208 [1935]) 
Mississippi (Jefferson Standard v. Noble, 188 So. 289 [1939]) 
New Jersey (Alert B. & L. v. Bechtold, 199 Atl. 734 [1938]) 

| South Carolina (Fed. Land Bk. v. Garrison, 193 S.E. 308 [1938]) 

| Texas (Langever v. Miller, 76 S.W. (2d) 1025 [1934]) 

| West Virginia (Staud v. Sill, 171 S.E. 428 [1933]) 

| Wisconsin (Hanauer v. Republic Bldg., 255 N.W. 136 [1934)) 
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PUBLIC RELATIONS 
OBJECTIVES 


The Wartime Banker 


Chairman of the A.B.A. Public Relations 
Council and President, Peoples-Pitts- 
burgh Trust Company of Pittsburgh 
GWILYM A. PRICE 


ARTIME banking has two major 
W public relations objectives which 
are specifically based on and identified 
with war conditions. Every banker will 
distinguish, of course, between these 
objectives and those oiher goals of 
public relations policy which are perma- 
nent and continuing, and which must be 
kept in mind in wartime no less than in 
the years of peace. Discussion of this 
latter category does not belong here. 
Of these two strictly wartime objec- 
tives, the first and more important is 
the origination, coordination and stimu- 
lation of plans and materials whereby 
banks may serve the war needs of the 
nation. The second is to create, educate 
and direct public opinion toward an 
intelligent and sympathetic apprecia- 
tion of the contribution banks are mak- 
ing tothesuccessful conduct of total war. 
The Public Relations Council of the 
American Bankers Association was 
quick to recognize these wartime aims 
and built its program of action around 
them. 
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The Council is a service organization. 
One of its major functions is to provide 
public relations materials and suggest 
techniques whereby banks in virtually 
every community in the nation can 
reach their depositors and the general 
public with facts, guides, and inspira- 
tion designed to give strength and en- 
couragement to key war activities. 

It has given priority to the sale of 
War Savings Bonds. Each of the seven 
component departments of the Council 

-Advertising, BANKING, Customer Re- 
lations, the News Bureau, Public Edu- 
cation, American Institute of Banking, 
and Savings—has produced educational 
and promotional material and has 
made available the benefit of its experi- 
ence and facilities. Their combined con- 
tributions, according to Treasury offi- 
cials, have been an important factor in 
making possible the hard-hitting, fast- 
moving sales campaign which enabled 
banks to establish the proud record of 
selling more than 85 per cent of all 
bonds during the first year of the 
program. 


Assurance that this high percentage 
will be maintained during the coming 
months is found in the quick response 
to the ‘War Savings Bond Sales Man- 
ual” produced jointly by the Public 
Relations Council and the War Savings 
Staff of the Treasury. Already the plans, 
guides, and ideas outlined in it have 
helped to set in motion new sales efforts 
by hundreds of banks. And an educa- 
tional folder for use by bank employees, 
distributed with the manual, is recruit- 
ing a new army of salesmen for the 
securities. 

The character and scope of the work 
done by the Council in the War Bond 
drive are being repeated in varying de- 
grees in connection with other banking 
activities related to the war. The public 
relations aspects of the Food-for-Free- 


dom campaign, announcement of new 
government credit regulations, the es- 
tablishment of new types of wartime 
loans, and many other operating pro- 
cedures have received the attention of 
the Council. Its recommendations have 
been effective in informing the public 
regarding these new activities, regula- 
tions, and services. 

The path toward greater bank per- 
formance in the nation’s interest is 
pointed by the publication, Banks in the 
War, recently produced by the maga- 
zine BANKING. It gives a vivid picture 
of the relationship between banking 
and the demands of total war, and acts 
as a yardstick whereby banks may 
measure their progress in the perform- 
ance of service to the nation. It is 
awakening bankers and public alike to 
the vital role that the banking industry 
is playing in the war. 


Derersuna rioN to fulfill the wartime 
objectives of bank public relations ex- 
tends to banks in every city, village, 
and town. Bankers in their own com- 
munities are helping to familiarize the 
public with the wartime needs of the 
country and in every possible way they 
are aiding the people in fulfilling them. 

Virtually every bank is the center of 
some important phase of a War Bond 
campaign. Its newspaper advertising, 
posters, and folders, and the speeches 
and broadcasts of its officers, and the 
sales effort of its staff are powerful in- 
fluences in meeting local quotas set by 
the Treasury. 

Bankers are winning added recogni- 
tion in many districts through their 
activities in promoting greater produc- 
tion for war uses. In some sections this 
is revealed through advertising and 
personal effort on behalf of the Food- 
for-Freedom program. Elsewhere, it 
appears as a publicity campaign backed 
by individual contact in an effort to 
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provide loans for those who can manu- 
facture guns, ships, planes, tanks, and 
the other materials of war. 

And the banker is giving generously 
of his time, ability, and money in every 
project connected with the war. He fre- 
quently heads the USO and Red Cross 
drives, acts as a member of the local 
War Bond Committee, and is on the 
draft and rationing boards. Too, he is 
active in civilian defense work, and 
despite all of this he finds time to main- 
tain interest in the essential peacetime 
activities of his community. 

The wartime banker, whether he lives 
in a great metropolitan area or in a tiny 
village, realizes that his primary current 
obligation as a good citizen is to perform 
his patriotic duties promptly, cheer- 
fully, and intelligently. That, as a by- 
product of this performance, he is 
demonstrating the value of applied pub- 
lic relations and, of greater significance, 
is winning friends for the American 
system of banking, is a heartening thing 
for all who believe in that system and 
want it to be of greater service. 


eat 
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GET YOUR GIFT STAMP | 


The sale of War Bonds and Stamps is today’s biggest public relations job. 
Above, scene at the bond counter, Bankers Trust Company, Des Moines, Iowa 


Better Public Relations 


Vice-president, Wachovia Bank and 
Trust Company, Winston-Salem, North 
Carolina—WILLIAM H. NEAL 


HIS war presents a challenging op- 
for better public rela- 

tions in banking. It gives bankers 
the best chance of a decade to prove 
that most of the critical things said 
about them in recent years are not true. 
As the bankers of the nation carry on 
their war responsibilities they will be 
doing many things which, if widely 
known, will greatly enhance public ap- 
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preciation and understanding of our 
chartered banking system. 

I am not suggesting a selfish motive 
for banker participation in war activi- 
ties. We are working to win this war be- 
cause it must be won. That purpose is 
pre-eminent. But the things bankers do 
to help are practical demonstrations of 
attitudes, motives and services which, if 
known by the public, will create better 
public relations for banking. 

What were some of the common mis- 
conceptions of banking so prevalent in 
the Thirties? The public was frequently 
told that banking was not doing a job, 
that bankers would not make loans to 
meet business needs, that banks were 
operated primarily in the interests of 
officials and stockholders. In previous 
wars banks have been accused of profi- 
teering and have been blamed for post- 
war economic disturbances. 

It was possible for such charges to 
gain credence because there was a gen- 
eral lack of public understanding of the 
banking business, its methods, motives 
and functions. It became expedient for 
the political opportunist and the dema- 
gogue to promote these charges, and 
the promotion was aided by the ex- 
posure of enough derelictions in some 
banking institutions to lend plausibility 
to the broad accusations. 


Categorical denials of such charges 
are inadequate. Practical demonstra- 
tions of opposite motives and perform- 
ances are essential to prove fully their 
falsity. For example, it is not sufficient 
to say publicly that banks are anxious 
to lend money. It is effective to say that 
during the first six months of 1942 the 
Tenth National Bank made five millions 
of dollars of loans to finance contractors 
and producers in the local community 
who hold war contracts and orders. 


I is not effective simply to deny the 
existence of selfish motives. It is helpful 
to publish the totals of millions of War 
Bonds sold through your bank, to tell 
how a special department has been pro- 
vided to handle bond sales and to say 
that all this is done without compensa- 
tion or even reimbursement for out-ol- 
pocket expense. 

It is one thing to hurl blanket accusa- 
tions at those who advocate government 
banking; it is something entirely differ- 
ent to prove through facts and figures, 
through accomplishment and perform- 
ance, that the chartered system of bank- 
ing in America is an essential and useful 
part of our social and economic struc- 
ture. 

Wherever we turn today, we find a 
golden opportunity to prove that the 
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constructive things we as bankers have 
been saying about our banks and busi- 
ness of banking are true. Most impor- 
tant of all, we see that chartered bank- 
ing in America is doing a job, unselfishly 
and magnificently. It is essential that 
the public be made aware of this fact, 
not through boastful claims, but through 
the constant presentation of fact and 
accomplishment in a manner that in- 
spires others to do likewise. 

Our first and foremost responsibility 
in the war program is to finance indus- 
try in its production of war materials. 
We must seek out these war credit needs 
and see that they are supplied. Some 
financing may involve a higher degree 
of risk than is proper for a bank to as- 
sume. In such cases, our aid should be 
extended in seeing that the need is 
met through cooperation with other 
agencies. 

We must not only do this job, but we 
must let the public of our communities 
know what we are doing. For example, 
in our bank we found that we had made 
more than $30,000,000 of war produc- 
tion loans. We broadcast this fact in our 
advertising and publicity releases to let 
the people we serve know that our bank 
is trying to meet its responsibility. 


Ove business and financial system 
must be kept going if we are to sustain 
the war program. Business concerns and 
businessmen must continue to work 
and earn and make profits within the 
limitations and restrictions of a war 
economy. A bank, therefore, is doing 
both a patriotic service and a good pub- 
lic relations job when it carries on a 
vigorous business development pro- 
gram. By this, I mean advertising, 
merchandising and selling bank serv- 
ices, getting out from behind our desks 
and our counters and talking banking 
services to the public. Good merchan- 
dising and good selling are essentials of a 
good public relations program. 

In supporting the sale of War Bonds 
we should keep our community advised 
of what we are doing, not to boast of our 
patriotism, but to aid the cause and to 
prove that banks are doing an essential 
and a helpful job. We should emphasize 
that all of this work is being done with- 
out profit or remuneration. Rumors are 
circulating that banks are making a big 
profit from the sale of these bonds; we 
must nail that rumor promptly and 
effectively. 

It is the responsibility of bankers as 
individual citizens to respond promptly 
and willingly to the call for service by 
the Red Cross, the Office of Civilian 
Defense and other local community 
programs linked to the war effort. 
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Through the proper arrangement of our 
work schedules, we must provide oppor- 
tunity for our associates and our em- 
ployees to engage in these activities. If 
we expect to maintain our position as 
community leaders, and if we are to 
demonstrate our willingness to perform 
unselfish service, we cannot let this call 
to duty go unheeded. 


Tae exigencies of war are providing 
the excuse for unprecedented controls, 
regulation, bureaucracy, centralization 
of power and federalization of govern- 
ment. The economic planners are hav- 
ing a field day! It remains to be seen to 
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what extent these controls and this 
centralization will be eliminated when 
the war is over. Few of the emergency 
powers granted in the early Thirties 
have ever been repealed. The cries for 
government banking have been quieted 
temporarily, but when the post-war 
economic storms begin to blow, these 
voices will rise again in all their raucous 
clamor. Then chartered banking will 
need a strong foundation of soundness 
and public confidence. 

If we fail to build that kind of founda- 
tion now, it will then be too late! 


Your 


Correspondent 


can be merely what the word 


implies—someone with whom you 
correspond. On the other hand, 


it may represent a relationship, 


thoroughly alive to your interests 


and actuated by a spirit of mutual 


service and profit. 


Such a relationship is the goal 
of the Chemical Bank in building 
its associations, old and new, 
with the banks of the Nation. 


CHEMICAL 
BANK 
TRUST COMPANY 


Founded 1824 
165 Broadway, New York 


Charter Member New York Clearing House Association 
Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 


Assistant Vice-president, The First Na- 
tional Bank of Clarksville, Tennessee— 


W. D. MEACHAM 


T no other time since the early 
A Thirties, has the country banker 
had within his grasp the oppor- 
tunity of so completely regaining his 
rightful position of leadership and re- 
spect in his community. However, in 
assuming this position of leadership, the 
country banker must also accept and 
faithfully discharge the greatest re- 


NO-GLARE SURFACE ON 
PARSONS MECHANO FORM LEDGER 
SPLEUE UP PRODUCTION 


Glare tires the eyes, slows down bookkeeping operations 
and otherwise impairs efficiency. Guard against this waste 
of time and energy by using MECHANO FORM LEDGER— 
—the paper with the no-glare surface that increases work 
output. 

MECHANO FORM (50% cotton fibers) costs no more. Yet 
it gives you the advantages of no-glare surface, strength 
for use as machine or manual records, and a wide range 
of colors that permits color-control of miscellaneous forms. 
MECHANO FORM is available in a full range of colors, 
sizes and weights. 


Write for the Mechano Form Ledger and Index reference book. It is avail- 
able through all leading Printers and Lithographers or direct from the mill. 


BONDS 


ONES 


INDEX 
“HOLYORE-°MASS. 


PAPER GOMPANY 


The Country Banker Serves 


sponsibility with which he has ever 
before been faced. The challenge and 
the need of the leadership which country 
bankers can and are supplying may be 
found in almost every small community 
throughout the nation. ; 

In these thousands of rural communi- 
ties where, generally speaking, there are 
no large war munition plants or ship- 
building facilities, there is nevertheless 
clearly evident a spirit among the people 
which must have expression in some 
contribution toward the war effort. This 
spirit of the rural people of the nation 
needs the direction that can be afforded 
by a well-planned public relations pro- 
gram under the capable leadership of 
country bankers. Of course, such a pro- 
gram will necessarily vary in relation to 
the different needs of different com- 
munities. However, as a generalization, 
it would appear that three factors will 
necessarily be present in every instance: 
namely, the promotion of the sale of 
War Bonds; the promotion and support 
of the Food-for-Freedom program; and 
the serving of any military installations 
located in the community. 

The banks, both city and country, 
have done a remarkable job in the sell- 
ing of War Bonds. Newspaper advertis- 
ing by banks has won much praise from 
high government officials and has added 
drama to the purchase of the Series E 


| 
SHELTER 
For VALUABLES 


Every reason for safeguarding 


valuables in peacetime 1s present 


and more people are giving serious thought to placing 
Defense Bonds, heirlooms and valuable arncle 


x in First National's steel and concrete vault, at a cos 


FIRST NATIONAL BANK 


OF GLENS FALLS 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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bonds. But the country banker has the 
best opportunity of all for dramatizing 
the sale of these bonds through his close 
personal contact with the people of his 
comniunity. His is the opportunity to 
use those human interest stories that 
have so much appeal—the small boy 
who sold his pig or calf and bought a 
War Bond with the proceeds of that 
sale. These are the human interest ele- 
ments that give any public relations 
program or advertisement a distinct 
public appeal which lends romance and 
drama to the everyday happenings and 
accomplishments of a community. Cer- 
tainly every alert country banker is 
taking full advantage of the opportunity 
of selling War Bonds as a patriotic 
service to his country. 


Special Wartime Services 


... makes Money Available 
for War Production 


Any business, large or small, which can pro 
duce war materiab necting guvermment require 
ments is ins position to obtalm ample funds 
promptly under the Reserve Regule 
then V. 

Land Tithe Bask and Trust Company invites you 
to come im at your eartiest opportunity \o discuss 
this new type of war production loan. 


LAND TITLE 


BANK AND TRUST COMPANY 


This Is No Rocking Chair War! 


Men can not fight a world war with pop-guns— rocking 
chairs are out of style. Something vastly greater is needed 
—arms, ships, ammunition and a thousand o¢ more other 
supphes in staggering quanncies. 


American industry is falling rapidly im line. Buc a can't 
make war material without money for production. To help 
industry do its job by making sizeable loans is only one 
way in which First and Merchants is helping. 


,. If you are a manufacturer of a sub-conctractor-—whether 
“or not you come under Regulation V— get in touch with 
First and Merchants. We are equipped to handle Jarge as 
well as small loans. Once we are familias with your needs, 
we can quickly fell you what we can do for you. Banking 
ts on the job, too. 


First AND MERCHANTS 
National Bank of Richmond 


joho M Miller, Je, Chateman of the Harn, Presedent 
CAPITAL AND SURPLUS SLK MILLION DOLLARS 


September 1942 


Mr. Wright builds P-40’s 


in a cow pasture... 


F you looked east from the Buffalo 
\irport a year ago you saw green fields. 
Today you see one of the biggest, most 
It’s the 


amazing new Curtiss-Wright plant where 


modern factories in America. 


since last July, the famous Curtiss P-10's 
have been swarming out in fast-increasing 
numbers to join the U.S. Army Air Corps 


and the R. A.F. 


THE MARINE WAS BORN to serve the lake 
and canal transportation that made Buffalo a 
great inland seaport as early as 1850. It grew up 
with America’s railroads, It was the first Western 
New York bank to use the airlines for speedier 
out-of-town collections. With 90 affiliated Marine 
Midland banking offices throughout New York 
State, it is helping to speed defense deliveries in 
America’s No. 1 Defense Area. 


First U.S. single-seat fighter plane to reach 
mass production, its latest model. the P-10E, 
carries six 50 calibre machine guns. As Mr. 
Burdette Wright, Vice President and General 
Manager of the Curtiss Airplane Division is 
proud to explain, “By sticking to one basic 
design, we’ve been able to incorporate the 
latest refinements of war experience, and act- 
ually increase production at the same time!” 
Since 1917, Mr. Wright’s company has been 
a customer of the Marine Trust Company. 
“A friendly relationship,” Mr. Wright com- 


ments, “with a bank whose resources even 
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: our 5-fold expansion could not outgrow.” 
PB a MARINE TRUST COMPANY, BUFFALO, N. Y. 
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Ready... 
2 TIMELY FOLDERS 


to Increase Your Bank’s 


me WARTIME REVENUES 


BANKING 
BY MAIL 


is the subject of this 4-page 
folder—for counter distri- 
bution, mailing with state- 
ments, etc. A real business- 
builder for many bank 
services at this time. 


Reduced from x 


FHA-INSURED 
TITLE 1 LOANS 


for effecting heating and 
fuel economies essential 


to the war effort are dis- N S U R A N C E 
cussed in folder at right. 

Loans for converting saat tetas C 0 M PA N Y 
from oil to coal heating and for installing 


home insulation are featured. 
BOTH FOLDERS are printed in true * 
national colors. For samples and prices, 


address: DAVID M. WALL, Director Bank 
Advertising Service— 


The largest independent 


131 Cedar Street - New York, N. Y. the lives of borrowers. 


PHILADELPHIA BOSTON CHicaGo SAN FRANCISCO 


Specialists in Bank Advertising 


CANADA 
AT WAR 


Ships 


Canada started this war with a very small ship-build- 
ing industry. Today there are 17 major and 58 other 
yards in full operation. Canada’s first 10,000 ton 
cargo vessel, launched in October last year, com- 
pleted its first Atlantic crossing in February! Since 
then many others have been launched. 


The present programme is for 172 cargo ships, 
costing $325,000,000. Over 50 keels have been 
laid. About 95% of the components for these 
ships are now made in Canada. Before the year 
is out the Dominion will be launching a new cargo 
ship every few days. 


(Not included in the above figures are 
some 200 naval ships already launched.) 


THE ROYAL BANK 
OF CANADA 


Head Office - Montreal New York Agency - 68 William Street 


will be interested in the facts presented. More detailed information is avail- 
able on request to The Director of Public Information, Ottawa, Canada. 


( This advertisement is published in the belief that our American Neighbours ) 


Under the Old Republic Plan 


insurance on personal loans 


gives economical protection 


to both lender and borrower. 


ALBERT FRANK - GUENTHER LAW, Inc. company exclusively insuring 


309 W. Jackson Chicago 


Some wide awake country bunkers 
have recently adopted the plan of ad. 
vising a selected group of their more 
wealthy patrons relative to the various 
other government issues which «re of. 
fered from time to time and which might 
appeal to them as investments for idle 
funds. This plan has proved especially 
good in instances where patrons desired 
an investment on which the interest 
was payable semi-anually rather than 
accumulative, as in the instance of the 
Series E bonds. This latter plan has also 
been used successfully to encourage the 
reduction of unusually large savings 
accounts. 


The next and probably the greatest 
responsibility of the present day coun- 
try banker is his share in the Food-for- 
Freedom program. Here is a task that is 
a challenge to both the ability and the 
industry of the present day country 
banker. To faithfully discharge his re- 
sponsibility in this instance the banker 
in an agricultural area must not only be 
thoroughly capable of filling his job but 
he must also be willing to work long and 
hard. For here the responsibility is two- 
edged and there must be no compromise 
in either direction. On the one hand, the 
country banker must feel it his responsi- 
bility that credit must and shall be 
extended to all in his community who 
are worthy and capable of producing 
foods or other needed agricultural prod- 
ucts. While on the other hand, he must 
feel equally his responsibility that credit 
shall be extended wisely with due regard 
to the risk involved and also conserva- 
tively in order that both borrower and 
the lender may reasonably expect to 
profit thereby. 


I+ is in the field of agricultural credits 
that the country banker of today can 
find his greatest usefulness. He must 
keep himself informed on the markets 
for all local products. He must have an 
accurate knowledge of price ceilings and 
their effects on markets. He must know 
about governmental restrictions or pro- 
duction goals for various products. 
Armed with a thorough knowledge of 
these factors and a complete under- 
standing of both the people of his com- 
munity and the productive possibilities 
of the agricultural area served, the coun- 
try banker of today can then have the 
courage to counsel with his borrowers 
and other patrons. He may then intelli- 
gently encourage those who need to be 
spurred to greater production, or dis- 
courage those who seek to overexpand 
or speculate. He must and will be capa- 
ble of extending sound credit where it is 
warranted or of denying credit where 
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overexpansion or speculation would 
result. 

And what, you may ask, has this to 
do with the public relations program of 
a country bank? There are many coun- 
try bankers in the nation today who 
would answer that question in very 
positive terms. Capability to perform 
the task at hand has always constituted 
its own best advertisement. As soon as 
one farmer finds the intelligent and 
capable service he needs, then he be- 
comes a walking advertisement of that 
service. And so progressively the story 
of that service spreads throughout the 
community until, in the final analysis, 
the problem becomes, not that of selling 
the service offered, but rather that of 
providing sufficient service to meet the 
demands of the community. 


ry 

[5 many country bankers there has 
in recent months come a new and 
strange problem—that of providing 
banking service for the many and varied 
military installations that are springing 
up throughout the nation. While the 
task of financing the large scale war 
production is primarily the job of the 
larger city banks; nevertheless, the 
country banker may almost overnight 
find that a large Army camp or airport 
has been authorized for his community. 
Immediately he is confronted with the 
upheaval in his community brought 
about by the relocation of families who 
must be moved from the area needed 
for the military project. Then comes 
the problem of construction with all its 
attendant dislocations. In the perplex- 
ing situation which is certain to de- 
velop, the country banker can and must 
rely on his best judgment and must 
strive to serve the wartime needs so 


No. 12—CARRIER. The U. S. S. Es- 
sex, first aircraft carrier launched by 
Uncle Sam following Pearl Harbor, 
slipped from the ways at Newport 
News, Virginia, on the last day of July 


WIDE WoRLD 
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The Prime Objective 

In these perplexing times when the ranks of country bankers are constantly 
being thinned in order to swell the ranks of the nation’s armed forces, those who 
remain at home to carry on must be fired with the determination that their 
job must be done capably and courageously. No greater public relations 
program can be adopted than one which embodies the full and intelligent 
discharge of the responsibility which leadership imposes. For those who are 
willing to accept the challenge, and prove themselves equal to the task, there will 
surely be a reward in terms of increased public confidence which, after all, is 


the prime objective of public relations. 


created without allowing any impair- 
ment of his regular customer services. 
His will be the problem of making re- 
quired new services available, but at the 
same time insisting on a fair remunera- 
tive return. No rule of procedure can be 


prescribed since no two situations will 
be identical. In this, as in all other try- 
ing circumstances, there can be no sub- 
stitute for clear, honest and intelligent 
planning in order to meet the tasks at 
hand. 


THE LABORATORY OF EXPERIENCE 


NDUSTRY has its scientifically equipped laboratories for 

the purpose of testing quality and assuring the maintenance 

of correct standards. The only laboratory in which the quality 

of the correspondent service of a bank can be tested is the labo- 

ratory of day-to-day experience. And the best test of quality is 

the way this service functions when the call is for something be- 
yond the efficient handling of purely routine matters. 

The American National Bank and Trust Company of Chicago 
welcomes this type of test and feels that it can be particularly 
helpful to out-of-town banks today because of Chicago’s increas- 
ing importance as a war production center. If we can render any 
service to you or your customers, please call on us. 


AMERICAN NATIONAL BANK 


AND TRUST COMPANY 
OF CHICAGO 
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TRUST 


QUESTION BOX 


Prominent trust men partici pate in this 
symposium on some of the trust problems 
incident to.the war. 


Vice-president, Harris Trust and Savings 


Bank, Chicago—H AROLD ECKHART 


MOFFETT 


What are trust institutions doing to solve 
their personnel problems created by loss 
of employees to the armed forces and 
related war work? 


r 

Turry-ove per cent of our trust de- 
partment men having up to 17 years’ 
experience have entered the service of 
our country, and the wartime influence 
is not without effect upon the women 
employees in that promises of higher 
pay in industry have lured sizable num- 
bers away. As usual, some women em- 
ployees are less interested in security 
than are men. Naturally, years would 
be required to train adequately person- 
for-person substitutes. Also, in most 
cases, similar ability cannot be obtained 
for that which has been lost. Replace- 
ments must now come from three prin- 
cipal groups, (1) high school and college 
graduate girls; (2) some experienced 
girls; and (3) men not presently vulner- 
able in the draft. 

The officers and remaining senior 
and trained young employees are bear- 
ing the brunt of the load, because, in 
addition to their regular duties, they 
have had to absorb much of the re- 
allocated work. Theirs is the problem of 
getting the work done and at the same 
time training new people. This training, 
while spread as much as possible to 
equalize the burden, is requiring every 
possible guidance and assistance in 
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order that new people may progress and 
take on responsibilities as rapidly as 
possible. 

Wartime personnel problems are not 
all tangible. Men and women are often 
tense, nervous and unable to concen- 
trate, and they look upon the future 
with troubled minds. This condition is 
not only recognized, but is being met 
with an attitude of sympathetic under- 
standing and assistance in order that 
employees may readjust themselves to 
the new circumstances. 

Time off for service interviews, exam- 
inations and check-ups must be granted. 
Time off to visit with relatives and 
friends in the military services causes 
more excused absences and vacation 
changes, but it seems that a liberal 
attitude in these matters is worth while. 


Vice-president, St. Louis Union Trust 
Company, St. Louis 
—TOWNER PHELAN 


In this war period should trust institu- 
tions continue an active new business 


policy? 


By all means trust institutions should 
continue the active solicitation of new 
business during the war. Despite the 
profound changes which we may rea- 
sonably expect from the war, people 
will continue to engage in business, to 
accumulate estates, to die, and to need 
trust service. Since people will continue 
to need our services, we should be pre- 
pared to supply those services, and by 
the same token we should solicit trust 
new business. 

The war, however, may result in de- 
cided changes in the character of the 
market for trust service. For example, 
it opens up a new field of trust business 
since it results in many people of prop- 
erty engaging in the war effort either as 
members of our armed forces or in con- 
nection with some civilian war activity 
in Washington or at home. These people 
of necessity will not be able to manage 
their securities while they are engaged 
in war activities, and as a result many 


of them are creating agencies, custodian 
accounts and living trusts with trust 
institutions. The war is also stimulating 
the making of new wills and the revising 
of old wills on the part of those people 
called into war activity. 


Thus is merely one example of how 
the war will affect the character of 
prospective trust business. The tremen- 
dous expenditures required to finance 
the war and the staggering burden of 
taxation which it entails may be ex- 
pected to make it difficult, if not im- 
possible, for people to accumulate large 
fortunes in the future. Meantime, heavy 
tax burdens and the normal erosion of 
investment losses and unprofitable en- 
terprises will take their usual toll on 
existing fortunes. It seems obvious, 
therefore, that there will be fewer large 
fortunes in the future and the trust in- 
stitutions must look more and more 
to the estates of people of relatively 
moderate means to sustain their volume 
of business. It would, therefore, seem 
that a reasonable new business policy 
for trust institutions in wartime would 
be that of seeking actively to develop 
new business and to take into account 
the changing character of the new busi- 
ness available that will result from the 
war. 


Vice-president, The Pennsylvania Com- 
pany, Philadel phia 
FRANK G. SAYRE 


BLANK & STOLLER 


What is the opinion of trust men generally 
about the future of their business in view 


BANKING 


of t 


Tue 


the p 
natu! 
trust 


shoul 


the p 
survi 
cycle 
been 
the 
respe 
great 
Fo 
perio 
low, 
the | 
to ol 
trust 
resul 
whic 
throt 
and 
throt 
all te 


— 
| < 
depa 
large 
may 
retul 
of Se 
fecti 
to 0 
mus 
that 
mini 
more 
the 
indi 
omie 
insti 
mint 
fully 
Os 
the s 
creti 
as it 
sma 
; dive 
also 
insti 
tion 
stit 
ad esta 
It 
thes 
ber 
of t 
nee 
tate 
|_| 


of the probable dwindling size of estates? 


Tae future of trust business, in view of 
the probable dwindling size of estates is 
naturally a matter of concern to all 
trust men and trust institutions. We 
should not be unduly pessimistic about 
the prospect, as the trust business has 
survived for many years through many 
cycles of depression and change and has 
been able to function satisfactorily. On 
the other hand the outlook in this 
respect does not give ground for any 
great degree of optimism. 

For the duration of the war and the 
period of readjustment which will fol- 
low, we undoubtedly will be faced with 
the problem of handling satisfactorily 
to our clients and to ourselves smaller 
trusts and estates. This is a natural 
result of the heavy taxation period 
which is ahead of us. What we may lose 
through the size of individual estates 
and trusts will have to be made up 
through increased volume of smaller 
accounts, and it, therefore, behooves us 
all to gear ourselves and to put our trust 
departments on the basis whereby a 
large volume of moderate sized trusts 
may be handled efficiently and at a fair 
return to the institution. We cannot 
permit our service to deteriorate. Years 
of service have been devoted to per- 
fecting and making efficient our services 
to our thousands of customers, and this 
must be maintained. Every economy 
that does not interfere with proper ad- 
ministration must be accomplished. It is 
more important than ever to analyze 
the cost of doing trust business and the 
individual types thereof. Many econ- 
omies and eliminations can be made if 
all the officers and employees of the 
institution are made cost- and economy- 
minded. New accounts should be care- 
fully scanned to avoid the acceptance of 
unprofitable business. 


One of the best methods of combating 
the situation of the multiplicity of small 
accounts is through the medium of dis- 
cretionary common trust fund, which has 
as its first purpose a real service to the 
smaller trusts in giving them a wide 
diversification in investments, and which 
also from the standpoint of the trust 
institution results in economy opera- 
tion. It is recommended that each in- 
stitution give study to the possibility of 
establishing such a fund. 

It is believed that more than ever in 
these trying times and the readjustment 
period that will follow the termination 
of the war, people will recognize the 
need for the conservation of their es- 
tates and the careful consideration of 
their securities and investment prob- 
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lems and will need the services of ex- 


perienced trust institutions as never 
before. Business runs in cycles and it is 
not too optimistic to feel that at some 
future date people will be able to ac- 
cumulate substantial estates for the 
benefit of their families. This is a natural 
instinct and development which is hard 
to keep down in a free country. 


Deputy Manager, A.B.A., and Secretary, 
Trust Division 
—MERLE SELECMAN 


What general policy is being followed by 
trust institutions in regard to war dam- 


CHARTERED 


TRUST PROBLEMS 


age insurance for property held in 
trust? 


Mosr of the larger trust institutions 
throughout the country have taken out 
the new government war damage in- 
surance available July 1 on property 
owned by them as trustee. This general 
policy is revealed in a survey made re- 
cently by the Trust Division covering 
60 institutions in 30 states. The chief 
exception to this general policy is by 
some institutions located in areas not 
considered to be exposed to probable 
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United States Crust Company 
of New York 


45 WALL STREET, NEW YORK 


Capital 
Surplus... 


$ 2,000,000.00 
26,000,000.00 


‘eo company acts as executor, administra- 


tor, guardian, trustee, court depositary and 


in other recognized trust capacities. 


It holds, manages and invests money, securi- 


ties and other property, real or personal. for 


estates, corporations and individuals. 


TRUSTEES 
Witutiam M. Kinestey, Chairman of the Board 
Wittiamson PE tt, President 


Joun J. PHELps 

JOHN SLOANE 

Frank L. 

Joun P. Wirson 
Henry 
Georce pe Forest Lorp 


L. RepMoNp 
HamiLton HapLey 
Francis T. P. PLimpton 
BENJAMIN STRONG 

Joun Hay Wuitney 

G. Forrest BuTTERWoRTH 


James H. Brewster, Jr. 


MemBer Feperat Deposit INSURANCE CORPORATION 


| | 
3/ 
Op 
121 


bomb damage. especially in the Middle 
West. But even in inland areas there 
are apparently more institutions which 
have obtained this coverage than those 
which have not. 

The reasoning generally followed is 
. that this insurance is taken out by 
prudent businessmen. The belief is ex- 
pressed that it is unwise for a fiduciary 
to fail to take out adequate coverage 
where it has full responsibility and that 
failure to do so might constitute action- 
able negligence with resulting liability 
to the trustee. One trust man declared 
he would rather take a chance on sur- 
charge for premiums, especially in view 


of low cost, rather than on uncovered 
losses. 

In regard to insurance on property 
covered by mortgages held as trust in- 
vestments the general policy, except in 
some inland areas, has been to require 
mortgagors to take out this coverage 
if such authority exists in the instru- 
ment. Otherwise, the policy has been 
to request it and to handle individually 
the cases where it is not forthcoming. 
The cost is either charged to the mort- 
gage or to the trust. Little difficulty is 
anticipated in getting this coverage 
from mortgagors. 

In regard to cases where it is neces- 


Out-of-Town Banks 


Out-of-town banks and bankers will find here 


complete banking facilities for prompt and 


economical handling of accounts in Chicago. We 


would appreciate the opportunity of serving you. 


Crry Natrionat Bank 


AND TRUST COMPANY of Chicago 


208 SOUTH 


LASALLE 


22 T 


(Member Federal Deposit Insurance Corporation) 


The Riggs National Bank 


OF WASHINGTON, D. C. 


welcomes the opportunity to be of service to 


bankers and their clients in the 


Nation’s Capital. 


Complete Banking and Trust Service 


ROBERT V. FLEMING 


President and Chairman of the Board 


GEORGE O. VASS 


Vice President and Cashier 


Resources over $180,000,000 


Member Federal Deposit Insurance Corporation 


sary to get direction, such as agencies, 
custody accounts, revocable trusts, con. 
sultancies, cotrustees, etc. the general 
policy has been to recommend this 
insurance and obtain instructions. 


President, A.B.A. Trust Division, and 
Vice-president and Senior Trust Officer, 
Wachovia Bank and Trust Company, 
Winston-Salem, N.C. 

RICHARD G. STOCKTO\ 


What effect will the higher income and 
death taxes have on the trust business? 


r 

Te ultimate disappearance of large 
estates because of higher income and 
estate taxes will have a most far-reach- 
ing effect on future trust business 
Even if it became clear to Congress 
that the future economic welfare of our 
country required that no further in- 
creases be made in our present estate 
taxes, the present generation will be the 
last to leave estates of large propor- 
tions. Apart from this situation as to 
inherited wealth, the income tax rates 
which our citizens undoubtedly face for 
a long time to come will make it im- 
possible to build up many large estates. 
Therefore, the trust business will be 
confronted with the necessity of han- 
dling much smaller estates and trusts. 
This is generally recognized by trust 
men and preparations are being made 
to enable them to handle this work 
efficiently. An outstanding illustration 
of these efforts is the common trust 
fund. 


Wane statistics recently compiled 
explode the popular conception that 
trust companies for the most part deal 
only with the very wealthy, the contin- 
uing for a long period of time of high 
tax rates will have the effect of broad- 
ening even further the scope of trust 
service. The organization of a success 
ful trust company in the future will 
have to be such that it can handle even 
the very small accounts. This will natu- 
rally create the necessity of being more 
aggressive in securing a greater volume 
sufficient to cover operating expenses 
and provide a reasonable profit. Trust 
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companies will thus be rendering service 
toa larger proportion of our population. 
It is also probable that the trend of 
sharply increased income taxes will 
limit the creation of irrevocable trusts. 
It will be almost impossible to accumu- 
late out of income the amount required 
to pay the gift tax on an irrevocable 
trust of any size and there will be a 
natural disinclination to reduce one’s 
assets by a sale in order to pay the gift 
tax. People of wealth are already hav- 
ing serious difficulty in obtaining enough 
net income to take care of their living 
expenses and existing obligations. They 
will be disinclined to take a step that 
will reduce further such net income 
during their lives notwithstanding legit- 
imate savings in income and estate 
taxes that might be effected by the 
creation of an irrevocable trust. 


Vice-president, First Trust Company of 
St. Paul State Bank, St. Paul, Minn. 
LOUIS A, HEADLEY 


Many trust men believe the Massachu- 
setts “prudent man rule”’ of trust in- 
vestments will enable them to render 
better service to their trust customers. 
Should these trust men continue their 
efforts during this war period to obtain 
such enabling legislation in their own 
states? 


Yes. By all means. There is nothing 
more important in trust administration 
than a grant of adequate invesiment 
powers. Most carefully drawn trust 
instruments now appoint a skillful per- 
son or corporation as trustee and endow 
him or it with wide discretion in the 
investment of funds. When reliance 
upon the rule of prudence has become 
as general as it is today, it is desirable 
that it be embodied in the law, leaving 
the exceptional case to special treat- 
ment. This is so not only for the benefit 
of those who fail through neglect to 
adopt the modern rule, but in fairness 
to the many testators and settlers in 
the past who have relied on the state 
to keep investment provisions up to 
date. When trusteeship was an avoca- 
tion and the trustee too often inex- 
perienced, many legislatures felt it 
necessary to fix by formulas the types 
of securities in which a trustee might 
invest; and when investments were sim- 
ple and the law certain that was not 
dificult to do. But great changes have 
come. Trusteeship is increasingly the 
business of experts; investments are 
lar flung, their values are complicated, 
and their dangers insidious. “Legals” 
now yield an inordinately low return 
partly because they are “legals”; 
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“corporate financing is increasingly done 


through equities, making first liens less 
available; the new jurisprudence does 
not attach the same value to a contract 
that the old jurisprudence did; the 
dollar is not what it used to be. In a 
changing world reliance upon formulas 
has proved an inadequate alternative 
for sound judgment. In virtually all 
other functions a trustee’s performance 
is judged by the rule of prudence. It 
has proved to be safe and effective 
where applied in the investment of 
funds. It could well be adopted every- 
where as a rule of law. 

The war with its attendant upheaval 
of old standards makes it more im- 
portant rather than less that the in- 
vestment powers of trustees be ade- 
quate. If funds are to preserve values 
those responsible for their management 
must be in position to move freely in 
any direction as prudence dictates. The 
need for broad powers is widely felt. 
Their grant by legislation should be 
diligently pressed. 


Vice-president and Trust Officer, H. M. 
BARDT, Bank of America, N. T. & 
S. A., Los Angeles—H. M. BARDT 


KEYSTONE 


Are trust institutions active in making 
available their services to men in the 
armed forces and those absorbed in war 
work? 


Basep upon correspondence with trust 
men located in several sections of the 
country, it would appear that trust in- 
stitutions, generally, are doing every- 
thing possible to make their services 
available to men in the armed forces, 
and to a somewhat lesser extent to those 
absorbed in war work. 

In the Pacific Coast area, where a 
large portion of the war industries are 
situated, this has been particularly 
notable. Many of the trust institutions 
are offering their services to men in the 
armed services, with manifestly justi- 
fied exceptions, for fees that are calcu- 
lated to absorb the actual costs only. 
In one or two instances, institutions 
have publicly made this offer through 
newspaper advertisements. 
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@ FOUNDED IN 1865, Millers 
National Insurance Company is 
deeply rooted into American life 
and tradition. It has a seventy- 
seven year history of trustworthy 
dealings with many thousands of 
satisfied policyholders. Illinois 
FireInsuranceCompany appeared 
upon the early scene of 1876. Age 
and dependability do go together. 


MILLERS NATIONAL 


Insurance Company 


484 4 


Insurance (¢ ompany 


HOME OFFICE: CHICAG®G 


| 
Examinations 
of 
li 
ve 
id 
h- 
SS 
ur 
n- 
te 
he 
= 
to 
or 
ye 
n- 
f 
st 
le 
rk 
mn 
st 
at 
al 
n- 
gh 
d- 
st 
‘ill 
en 
u- 
yre il 
me 
st 
123 


A peculiar type of agency service has 
been devised and is being offered by 
several trust institutions in the South- 
ern California area, to employees of 
several aircraft manufacturers who are 
sent to foreign countries. The usual 
arrangement provides for the payment 

“of a small portion of the monthly sal- 
aries to the employees, directly, in the 
foreign countries, and the remainder 
to the trust institutions as agent. The 
latter, under a letter of instructions, 
undertakes to pay certain designated 
monthly obligations, as well as the 
purchase. of War Savings Bonds and 
the deposit of the balance, if any, to a 


savings account in the name of the 
employee. This service is offered at 
practically cost, and a large number of 
such accounts have been accepted by 
several trust institutions in the South- 
ern California area. 


Director, Trust Research Department, 
The Graduate School of Banking 
—GILBERT T. STEPHENSON 
What is being done in the various states 
to solve the problems of beneficiaries 


in military service reported “ missing’’? 


A PERSON who has not been heard 


FULTON CORRESPONDENT SERVICE 


FULTON NATIONAL 
ATLANTA (Bank GEORGIA 


GENERAL MOTORS 


is engaged primarily in facilitating 
wholesale distribution and retail sales 
of consumer goods manufactured by 
GENERAL Motors CorPORATION 
and its affiliates or sold by dealers 
in its products, such as automobiles 
and trucks; refrigeration 
and air conditioning ap- 
pliances; lighting, power 
and heating equipment. 

The business consists 
of investments in self- 


EXECUTIVE OFFICE NEW YORK 


ACCEPTANCE 


GENERAL 
MOTORS 


INSTALMENT 
PLAN 


These NOTES are available, in limited amounts, upon request. 


CORPORATION 


liquidating credits, which are widely 
diversified as to region and enter- 
prise, capital employed being in 
excess of eighty million dollars. 

In obtaining short term accommo- 
dation, GMAC issues one stan- 
dard form of note. This 
obligation it offers to 
banks and _ institutions, 
in convenient maturities 
and denominations at 
current discount rates. 


BRANCHES IN PRINCIPAL CITIES 


from for seven years is presumed to be 
dead. His estate or any estate in which 
he is interested may, after the lapse of 

seven years, be settled or administered 

as if his death had been proved. 

In the case of a beneficiary in mili- 
tary service reported “missing,”’ unless 
it is otherwise provided by the terms of 
the will or trust, the executor or trustee 
should wait until the lapse of seven 
years before making any payments or 
distributions to which the missing bene- 
ficiary would be entitled if he were still 
alive. This delay would, in many cases, 
work great hardship upon succeeding 
beneficiaries, who in many cases would 
be his wife and children. In order to 
avoid such hardship, draftsmen are 
incorporating in wills and trust agree- 
ments a provision authorizing the ex- 
ecutor or trustee, as the case may be, 
to make payments or distributions to 
succeeding beneficiaries as soon as or 
within a stated time (frequently a year) 
after the immediate beneficiary has 
been reported missing. 

Every trust institution, which now 
has in its files wills or trust agreements 
of men in military service or in which 
they are immediate beneficiaries, should 
call this matter to the attention of the 
testator or settler or his attorney and 
suggest the inclusion in the instrument 
of an appropriate provision authorizing 
payments and distributions to succeed- 
ing beneficiaries without awaiting the 
lapse of seven years. A collection of 
such provisions will be found in a 
study, “Trust Institutions in War- 
time,” published as a supplement to 
the July-August 1942 issue of The 
Trust Bulletin. 


Vice-president, Guaranty Trust Com pany 
of New YorR—HENRY A. THEIS 


BLANK & STOLLER 


What is the outlook for Trust Depar- 
ment earnings? 


UITE generally, the trust business 
entered the war period inadequately 
paid for the services rendered, and 
responsibilities and liabilities assumed. 
This is equally true of personal trusts 


BANKING 


and 
cons 
trust 
an i 
bein: 
war, 
sulte 
duct 
nece 
In 
com 
ther 
into 
alte 
war 
; mus 
ma 
rele 
4 by 
trai 
lati 
stru 
fror 
sibl 
ru 
inc 
the 
be 
co 
for 
tio 
As 
G 
Se 


and personal agencies which, together, | 


constitute by far the largest part of the 
trust business. Some progress towards 
an improvement in this situation was 
being made prior to our entry into the 
war, but the all-out war effort has re- 
sulted in new dislocations in the con- 
duct of trust business and makes 
necessary a re-study of the problem. 
In no way could it be said that trust 
compensation affects prices and so we 
need have no concern about the spiral 
of inflation. Our sole consideration, 
therefore, is the equity involved. 
Nothing has occurred since our entry 
into the war that should cause us to 


alter the objectives we had before the | 
war. A business, to function properly, | 


must prosper, otherwise the business 
degenerates. Trust business serves a 
real social and economic need for the 
man of modest means as well as for 
the well-to-do. It deserves to prosper. 
Consequently, we should continue the 
efforts to put trust business on a proper 
paying basis and to keep it there. To 
do this we must have higher and more 
uniform compensation, and we must 
relentlessly keep after economies in 
operation without, however, destroy- 
ing operating efficiency. 

With the dislocations brought about 
by our entry into the war (loss of 
trained personnel, governmental regu- 
lations, increased intricacies in the tax 
structure, personal services on the home 
front, and so on) it will hardly be pos- 
sible to reduce the over-all expense of 
running a trust department. Part of the 
increase in expense, brought about by 
the war dislocations, probably should 
be absorbed by the trust business as its 
contribution to the war effort. But be- 
fore that can be done with safety we 
must first get the increased compensa- 
tion to which we felt we were entitled 
before we entered the war. 


Assistant General Counsel, Board of 
Governors, Federal Reserve System 
—B. MAGRUDER WINGFIELD 


UNDERWOOD & UNDERWOOD 


Is the Common Trust Fund helpful in 


Serving smaller estates? 
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ABOUT AN IDEA THAT MAY 
INTEREST SOME OF YOUR 
INDUSTRIAL CUSTOMERS 
OR PROSPECTS ... 


and make a striking war bond display 
available free of charge to hundreds of 
banks {including your own) as part 
of the bargain .. . 


BANK OFFICERS and Directors know that many 
companies now manufacturing war weapons instead 
of normal peacetime products are seeking economical 
methods of maintaining favor in the eyes of the public. 
It’s essential to keep in touch with old customers even 
though civilian goods have gone to war. 


Lockheed Aircraft Corporation discovered that one 
way to do this was to build itinerant war bond displays 
around its Lockheed P-38 interceptor plane and dis- 
tribute the displays free of charge (except for a few 
dollars in express costs) to banks for 10-day showings 
in bank windows and lobbies. Thirty Lockheed dis- 
plays are now being routed to over 500 banks which 
requested them. 


Perhaps one of your own good customers or prospects 
would like to get a message across to millions of Ameri- 
cans through a medium that is unquestionably patriotic. 


Let us send you a complete, printed outline 
of this unusual, timely plan. You might like 
to talk about it, next time you go calling on 


your customers 


“Just drop a line to 
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22 East 40th Street New York, N. Y. 
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NEEDED FOR 
COMPLETE 
PROTECTION 


Sound Insurance in a 


Dependable Company 


London & Lancashire 


THE LONDON & LANCASHIRE INSURANCE COMPANY, LTD. + ORIENT LANCASHIRE 
INSURANCE COMPANY + LAW UNION & ROCK INSURANCE COM- GROUP 
PANY, LTD. « SAFEGUARD INSURANCE COMPANY OF NEW YORK : 


STANDARD MARINE INSURANCE COMPANY, LTD. (FIRE DEPARTMENT) — 


LONDON & LANCASHIRE INDEMNITY COMPANY OF AMERICA 


IN PHILADELPHIA 


This Company is fully equipped to perform 
efficiently the duties required of a trustee in 
corporate matters, as well as to give prompt 
and effective attention to all general banking 
and individual trust requirements. 


FIDELITY-PHILADELPHIA TRUST COMPANY 


135 South Broad Street — Philadelphia 


Member Federal Deposit Insurance Corporation 


Tae principal if not indeed the con- 
trolling reason why the Reserve Board 
on December 31, 1937 issued regula. 
tions which made feasible the operation 


| of Common Trust funds was the belief 


that such funds would facilitate the 


| administration of smaller trust estates, 


The following statement made by 
the Committee on Common Trust 
Funds of the American Bankers Assgo- 
ciation in recommending the adoption 


_ of such regulations is of interest in this 
| connection: 


Unless trust institutions can serve 
well beneficiaries of small trusts, they 
will have lost much of the reason for 
their existence. The better they can 
meet the needs of such beneficiaries 
the greater social purpose they will 
serve. 

Common trust funds make possible 


| broad diversification in the investment 


of funds of smaller trusts. This should 


| greatly aid in the conservation of assets 
of smaller trusts. A default in one secur- 


ity held in a common trust fund would 


| ordinarily have a comparatively minor 
effect on the total amount of a par- 


ticipating trust estate. It appears from 
annual reports of common trust funds 
that investments in securities of any 
one corporation are often less than 
3 per cent of the fund. Also, there 
is broad diversification in the kinds of 
securities such as government bonds, 
corporate bonds, and stocks, and in 
classes of corporations represented. 


Common trust funds should enable 
trust companies to invest funds of 
smaller trusts more efficiently and at 
a lower cost. The time and expense 
involved in making numerous small 
investments for separate accounts should 
be greatly reduced through the invest- 
ment of larger amounts in a common 
trust fund for various participating 
trusts. Trust companies should also 
be able to give more careful and 
economical supervision to investments 
held by common trust funds on behalf 
of such smaller trusts than they can 
where the funds have been invested in 
numerous small amounts for the ac- 
count of each trust. 

Various institutions operating com- 
mon trust funds have estimated that 
the investment of a typical trust through 
a common trust fund has resulted in a 
saving of from 27 to 50 per cent of the 
cost of administration of the trust. It 
has also been estimated by trust insti- 
tutions located in one of the larger 
cities that they can through the use of 
common trust funds handle trust ac- 
counts of $4,000 and $5,000 without 
losing money. 


BANKING 


Vice- 
fiona 


y | 
/ \ 
Wha 
~ ir 
tr 
Uo 
trib 
4 acce 
THE 
scril 
| to | 
trus 
A 
| 
ij 
oa 
tant 
9 
126 
| 


Vice-president and Trust Officer, Na- 
tional Shawmut Bank, Boston 
-FREDERICK A. CARROLL 


BACHRACH 


What should be the attitude of corporate 
trustees toward accepting appoint- 
ments as executor, guardian, and 
trustee to serve during the absence of 
of the person holding such office while 
that person is in the military service of 
the United States? 


Corporate trustees have been ready 
and willing to make every possible con- 
tribution to the war effort and if the 
acceptance of any .appointment de- 
scribed in the question is a contribution 
to the war effort, I know corporate 
trustees will be ready and willing to act. 

Advantages are tangible and intan- 


‘gible. For the corporate trust busi- 


ness generally, there is an opportunity 
to prove its worth to the community, 
and, as one of my friends in the business 
said, “A very tangible value is that this 
emergency opportunity demonstrates, 
as no amount of advertising ever could 
do, the advantage of permanence pos- 
sessed by the corporate trustee.” To 
the particular corporate trustee there 
is the opportunity to have the persons 
who come in contact through these 
appointments, learn more about the 
kind and efficiency of its services, which 
may lead to other business. 

While we all fervently hope that it 
may not be so, as realists we know that 
not all of the individual trustees, execu- 
tors or guardians will return. Even of 
those who do return, some will not 
resume their pre-war activities, and 
some may wish to continue the war- 
time arrangement or to serve as a 
cofiduciary. 

A corporate trustee cannot accept an 
appointment without consideration of 
the soundness of the act from the stand- 
point of its own institution. For in- 
stance, it should not subject itself, and 
therefore its stockholders, to a poten- 
tial liability because of the acts of its 
predecessors, merely because of a desire 


to be patriotic. While it may be willing 
to accept such appointments, and in so 
doing relax its ordinary acceptance 
standards and make sacrifices such as 
extra effort without commensurate 
compensation, it cannot lose sight of 
its primary responsibility to its stock- 
holders, for the directors and manage- 
ment are in the relationship of semi- 
trusteeship to the stockholders. 


The corporate trustee, therefore, should 
not accept such appointments unless 
everything up to the point of its taking 
over is cleared, either by the court or 
by existing laws, and thereafter it is 
responsible only for its own acts. It 
may not be possible because of the 
exigencies of the situation to get this 
clearance through the courts. If it is 
not, then there must be legislation 
passed such as we find in England in 
the Trustees Act of 1925, and recently 
in Rhode Island, Pennsylvania, New 
York and New Jersey. 

Such legislation, in a word, provides 
for the temporary appointment of a 
successor or for the appointment of an 
attorney to act for the absent fiduciary, 
but relieves the temporary appointee 
of responsibility for the acts of his 
predecessor. 


CANADIAN BONDS 


Government 


Provincial 


Municipal 


Public Utility 


Direct Private Wires to Toronto and Montreal 


Wood, Gundy & Co. 


Incorporated 


14 Wall Street, New York 
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War Damage 


Insurance 


BankINnG’s Washington correspondent 


HERBERT M. BRATTER. 


™ first statistical reports to the 
War Damage Corporation from its 
numerous agents were due on August 
20, a date unfortunately too late to 
permit the inclusion of the informa- 
tion here. It may be assumed, how- 
ever, that the bulk of the public’s 
applications. have come from the 
Atlantic and Pacific coastal areas for 
in these regions are concentrated the 
greater part of the corporation’s in- 
surable values. 

Also it should be pointed out that 
the War Damage Corporation is new 
and its various procedures will prob- 
ably undergo considerable changes in 
this early stage. Therefore, this report 
to the “convention in print,” while it 
is as complete as can be pieced to- 
gether in Washington at this time 
(August 15), should be considered in 
the light of this changing situation. 


E war damage insurance program 
has been well received by banks 
and other financial institutions, 
and from information that has thus far 
come to hand, it appears that most if 
not all financial institutions have pro- 
tected their own property. They have 
also generally protected against war 
damage their interests in mortgaged 
property, requesting or suggesting to 
mortgagors that the latter obtain 
policies. 

That the program has been so well 
received has been due in important 
measure to the cooperation of the insur- 
ance industry, including the various 
types of fire insurance companies, as 
well as the cooperation of the regulatory 
authorities. The insurance commis 
sioners have been extremely helpful in 
facilitating the operation of the war 
damage insurance program through the 
fire insurance companies and agents. 

It has been necessary to organize the 
work of the War Damage Corporation 
and to formulate a program embracing 
practically all types of property and in- 
surance in a comparatively short period 
of time. Not only has this been a big 
job, but the effort toward simplification 
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undoubtedly has resulted in some minor 
individual difficulties related to the kind 
of protection desired or offered. This is a 
streamlined kind of insurance. 

The corporation issues, for example, 
no reporting types of policies, such as 
merchants with fluctuating inventories 
normally employ during peacetime. It 
conducts its operations on a low cost 
basis. By statute it is restricted to uni- 
form rates, which is another reason why 
it must keep costs as well as staff down 
to a minimum. It has been its definite 
policy not to build up a large adminis- 
trative staff in Washington or elsewhere. 


Tae business of the War Damage 
Corporation is, as all readers of this 
magazine know, a subsidiary of the 
Reconstruction Finance Corporation. 
Most of the directors of the War Dam- 
age Corporation are also directors of 
the RFC. Hardly a handful of em- 
ployees in Washington devote their full 
time to the War Damage Corporation. 
In fact, only three of the corporation’s 
officers devote all or most of their time 
to the work of the corporation. The 12 
Federal Reserve banks act as its fiscal 
agents. 

Frank T. Christensen, who is execu- 
tive vice-president of the corporation 
and who in private life is an insurance 
company official, has been devoting 


Chairman of the War Damage Insurance 
Corporation, W. S. Clayton 


UNDERWOOD & UNDERWOOD 


much of his time to the organization of 
the War Damage Corporation. 

The War Damage Corporation also 
uses the private insurance companies 
and all their facilities. By and large, 
they must keep the primary records, 
although duplicate information is filed 
with the Federal Reserve banks and 
with the War Damage Corporation in 
Washington. 


Soon after the corporation started 
operation on July 1, it issued several 
amendments to the original program. 
Notable among these was the one which 
liberalized the coinsurance requirement 
as it relates to the interests of mort- 
gagees. Another amendment related to 
the lifting of the limits which previously 
applied to commercial dealers in furs 
and jewelry. Those amendments also 
made provision for the insurance of 
standing timber. 

One or two other amendments are 
under consideration. The American 
Bankers Association, the 12 Federal 
Reserve banks, and other institutions 
dealing in money and securities, from 
time to time have made representations 
to the War Damage Corporation with 
respect to the need for insuring this 
type of property. Among other things, 
they have stressed the favorable ex- 
perience of private insurance carriers 
with regard to registered mail, inland 
marine, and blanket bond coverage. 
The corporation is attempting to work 
out some kind of adequate coverage for 
securities and currency of financial in- 
stitutions, both while located on the 
premises of such institutions as well as 
while in transit. The program for insur- 
ing securities and currency will be 
handled in substantially the same man- 
ner as other war damage insurance is 
already being handled through the cor- 
poration’s fiduciary agents. There will 
be this innovation, however—inland 
marine and casualty and surety com- 
panies which customarily issue regis- 
tered mail insurance and blanket bond 
protection will join the list of the War 

(CONTINUED ON PAGE 130) 
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too little and 
too late 


GEORGE S. MAY COMPANY 


CHICAGO AA £ NEW YORK 
May Building AGUMNCOUNG Chanin Building 


2600 North Shore Ave. 122 East 42nd Street 
CANADA: George S. May, Ltd., 320 Bay St., Toronto 
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CLEVELAND IS 17 our 


FOR THE WAR EFFORT! 


The chips fly thick and fast when industrial Cleveland 
tackles a job. When war production called for machine 
tools, Cleveland, already one of the country’s biggest 
producers, began turning them out at a startling rate. 


One major plant, by October, will be producing at four 
times its 1940 rate. Others, too, have done yeoman jobs 
of expansion. 


For 52 years, Ceniral National Bank has been closely 
allied with Cleveland’s industrial programs. 


For prompt handling of collections and transit items 
in this important Great Lakes area, why not use the 
complete facilities of this ‘‘on-the-ground” bank? 


CENTRAL NATIONAL BANK 


of Cleveland. 


MEMBER FEDERAL OEP OS INSURANCE 


(CONTINUED FROM PAGE 128) 

Damage Corporation’s fiduciary agents. 

There has been some demand for 
other amendments to the corporation’s 
insurance regulations. As this article 
goes to press, the corporation is cur- 
rently considering the insurance prob- 
lems of libraries, museums, and other 
cultural institutions. 


Tae special policy drafted by the cor- 
poration (WDC Form No. 1, July, 
1942), is the “interest” type of policy, 
as distinct from the customary “sole 
and undivided ownership” type. It con- 
tains no mortgage clause, but simply 
designates the loss payee or payees. Both 
from the viewpoint of the War Damage 
Corporation, as well as from that of 
mortgagors, it seems desirable that 
property be insured in the name of the 
owner, with the mortgagee named as 
loss payee. 

There has been much public interest 
in the question of the mortgagee’s right 
to require the mortgagor to insure the 
former’s interest in the property against 
war damage. This involves a nice legal 
question. Ordinarily, mortgage agree- 
ments require the property to be in- 
sured against ordinary risks, such as 
fire. Such agreements entered into be- 
fore the war, it might be argued, did 
not have in mind war risks, unless 
specifically mentioned in the agreement. 
Just what the courts would hold on this 
point is anyone’s guess. 

The attitude of various institutional 
mortgage holders on this point has not 
been uniform. Some have insisted, not 
always successfully, that the mortgagor 
is obligated to take out such protection. 
A second group have offered to share 
the cost of the insurance with the mort- 
gagor. Others, again, have consented to 
the mortgagors’ deducting such cost 
from their interest and amortization 
payments, while still others have taken 
out their own damage policies on their 
interest in mortgaged property. No in- 
stance has come to the corporation’s 
attention of a mortgagee bringing fore- 
closure proceedings as a result of an 
owner’s refusal to take out a war dam- 
age policy. 

From the War Damage Corporation's 
standpoint, there is nothing compulsory 
about war damage insurance. 

No attempt has been made here to 
give all the provisions relating to the 
protection obtainable through the War 
Damage Corporation. In the July issue 
of BANKING and in the ABA’s Protective 
Bulletin for July-August 1942 you will 
find other general information on the 
subject. Anyone interested in further 
details may get them from his broker. 
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ictory — Buy U.S. War Bonds 
and Stamps 


Keep America Strong! 


Our faith in the victorious 
conclusion for the United 


Nations of the mighty world 


Standard 


Insurance companies and 
their agents are having and 


. will continue to have a major 


conflict now raging, stems it csahoations ti part of the responsibility in 


from the confidence that our 7 
cause is just and that our will 
and courage combined with 
our resources and economic strength 
are equal to the task. 


Yes, we have the strength tor victory 
—if we maintain that strength. 


We must keep America strong. 


Back of tar-flung battle fronts are long 
lines of supply ships, planes, railroads 
and motor vehicles; mines, farms, fac- 
tories, shipyards, banks, retail markets, 
civilian business enterprises, homes, 
hospitals, churches, schools, and seats 
of government, local and national. 
These, with her intrepid men and 
women constitute America’s economic 
strength which must sustain the armies 
of free men who will overcome our 
enemies. 


> 
any Tribe 


the imperative task of safe- 
guarding our vital economic 
and industrial fronts. Ex- 
perience and vigilance are their arms. 


‘he Commercial Union Group stands 
ready as always, through its seven Fire 
and two Casualty and Bonding com- 
panies and their agents, to render the 
fullest insurance service obtainable, for 
the protection of civilian and war en- 
terprises. With Fire Prevention and 
Safety Engineering staff and facilities 
second to none, we consider that our 
first function is the prevention of avoid- 
able accidental personal injuries, fires 
or other property damage and business 
interruption. Unquestioned financial 
resources guarantee prompt indemnifi- 
cation if loss occurs. 


We will keep America strong. 


COMMERCIAL UNION ASSURANCE COMPANY, LTD. 
AMERICAN CENTRAL INSURANCE COMPANY 


COLUMBIA CASUALTY COMPANY 
THE PALATINE INSURANCE COMPANY, LTD. 


THE OCEAN ACCIDENT & GUARANTEE CORPORATION, LTD. 


THE BRITISH GENERAL INSURANCE COMPANY, LTD. 
UNION ASSURANCE SOCIETY, LIMITED 
THE COMMERCIAL UNION FIRE INSURANCE COMPANY 


THE CALIFORNIA INSURANCE COMPANY 
CHICAGO ATLANTA 


HOME OFFICES, ONE PARK AVENUE, NEW YORK, N. Y. 


NEW YORK SAN FRANCISCO 
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I; ECAUSE of the nature and impor- 
tance of their business, banks have 
been leaders in air-raid protection 
and war risk insurance. We present 
here, briefly, a rounded war risk 
program from the point of view of a 
large bank. 


—™ 


Second Vice-president, The Chase Na- 
tional Bank of the City of New York 


‘ ITHIN 10 minutes after special 
\ air-raid alarm bells sound through- 
out the floors of the various 
buildings comprising our Head Office 
organization, thousands of staff mem- 
bers arrive in orderly fashion in their 
safety areas, cash and securities have 
been moved to the vaults, records and 
other valuables are under cover, win- 
dows are open, lights are out, emergency 
medical quarters are staffed, fire brigade 
trucks are manned—and we are ready 
for whatever may come. 

The Chase bank’s air-raid defense 
program was put into effect soon after 
war was declared. Nevertheless, it is still 
in the process of refinement, with fre- 
quent surprise tests bringing to light 
minor imperfections in the plan. As is 
the case in any organization, which 
must consider the many differing factors 
such as type of building construction, 
available safety areas and total person- 
nel, our program was the result of care- 
ful study and planning based upon cer- 
tain general instructions issued by the 
Office of Civilian Defense and the New 
York City Police Department. Any 
bank can readily accomplish the same 
result by a study of its own particular 
circumstances. Surprise tests frequent 
enough to keep the organization alert 
will effectively disclose any weaknesses. 


Sarery of the staff must be given first 
consideration; next comes the safe- 
guarding of cash, securities and records. 
Our plan was based upon this premise. 
Every employee received a printed card 
of instructions which specified the safety 
areas in our various buildings. In an 
emergency, employees who may be 
away from their desks go to the nearest 
safety area rather than return to their 
particular quarters. One of our early 
tests pointed to the logic of this point. 
Each level has a floor warden, and in 
addition there are a number of monitors 
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— FRED C. EGGERSTEDT 


Bank Protection in Wartime 


Inspecting the apparatus of one of the Chase bank’s emergency equipment squad 


trucks 


on each floor to conduct personnel to 
safety areas. Those assigned to take 
care of cash and securities are provided 
with containers which can be filled 
quickly and taken to the vaults. Each 
elevator in the various buildings is as- 
signed a specific function, several to take 
securities to the vaults located below 
street level, others to take doctors and 
nurses to first aid stations, while others 
under the control of wardens, move per- 
sonnel to floors with safety areas. 


Bouoiwe engineers and porters man 
our fire brigade trucks, and they are 
thoroughly drilled in the handling of in- 
cendiary bombs, fire fighting and emer- 
gency repair work. Our portable trucks, 
compact enough to enter the elevators, 
carry 60 items of equipment, such as 
fire-fighting apparatus, shovels, pick- 
axes, sand, hose, lamps, fuses, asbestos 
pads and gloves, and other items. They 
are located at strategic points in our 
buildings. Each floor has been provided 
with first aid supplies, buckets of sand, 
and fire extinguishers and emergency 
phone outlets are located at many 
points. Several hundred members of our 
staff have taken first-aid courses and 
have been approved for emergency 
service by our Medical Department. 
Our planning was made complex by 
the fact that our Head Office is located 
in two main buildings, in one of which 
is centered our commercial banking ac- 
tivities and in the other our Trust De- 
partment. Our other buildings adjacent 
to these large bank buildings were a 
further complication. Adjoining our 
main building, as an example, is an 


left to right, J. F. Smith, John Sigmund, and Mr. Eggerstedt 


eight-story structure which we consider 
unsafe in event of air raids. It was neces- 
sary, therefore, to provide safety areas 
in our main building for these workers. 

We have been informed that all but 
the upper four or five floors of a steel 
and concrete structure are relatively 
safe from bombs, and we therefore have 
arranged to evacuate these levels. Per- 
sonnel on the ground floor and below 
are moved to our second floor, which is 
45 feet above street level. 

After individual instructions were 
issued, meetings were held with small 
groups and departments, at which our 
program was outlined in detail. Sugges- 
tions were invited, and many were found 
to be helpful. Thereafter drills were 
staged, a floor at a time, to test the 
plan, and minor changes resulting from 
delays and overcrowded dispersal areas 
were effected. After all floors were tested, 
each group of buildings had an all-out 
surprise alarm. The speed with which 
the floors were evacuated and valuables 
moved to the vaults was highly satis- 
factory. 


As new employees enter the bank 
they receive a copy of the original in- 
structions, and each department has its 
own specific plan posted prominently 
on the walls and bulletin boards. Alter- 
nates are appointed for all wardens, 
monitors and first aid volunteers, who 
act in case the principal is unavailable 
through illness or vacation, or at lunch 
eon. Alarm bells are controlled from our 
central watch room, which connects 
with all floors of all buildings and results 
in simultaneous warning. 
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Financing Food-for-Freedom 


Vice-president Bank of America N.T.& 
S. A., San Francisco, and member, 
A.B.A. Food-for-Freedom Committee— 
JESSE W. TAPP 


RECENT report of the United States 
A Department of Agriculture states 
that ‘“‘a banner year for crop and 
live-stock production appears in the 
making.” Thus the 1942 Food-for- 
Freedom program appears to be a sub- 
stantial success. This is further empha- 
sized in the prospect for a record 
production of such items as soybeans, 
peanuts, flaxseed, rice, sugar beets, 
canning vegetables, beans, dairy prod- 
ucts, pork, and poultry products. These 
are the foods for which greatly increased 
production goals were established in 
1942. 

The crop and livestock producers of 
the United States can be justly proud of 
their response to their Government’s 
request for more food for our armed 
forces and for lease-lend needs. Domes- 
tic consumers should be reassured by 
this demonstration of the ability of 
American agriculture to produce abund- 
antly in a time of national need. Herein 
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lies the consumers best guarantee of 
adequate food at reasonable prices. 

All bankers who have participated in 
the financing of the 1942 Food-for- 
Freedom program, or lent encourage- 
ment to it, can also be justly proud of 
their efforts. The timely efforts of the 
American Bankers Association were 
most helpful in mobilizing the resources 
of the banks in support of this impor- 
tant part of our war activity. This effort 
has received the wide support of farm- 
ers, agricultural leaders and others con- 
cerned with the unprecedented tasks 
assigned to American farmers and the 
related food industries. 


Aut who have used the A.B.A. man- 
ual, ““How Banks Can Assist in the 
Food-for-Freedom Program,” recognize 
that it contains suggestions of continu- 
ing value in the field of agricultural 
lending. As the war proceeds the specific 
production goals will be adjusted to 
new conditions. But the necessity for 
continuous cooperation on all fronts to 
meet these goals becomes increasingly 
imperative. 

Since the manual was issued in March 
1942, over 2,000 county meetings have 
been held in conformity with the sug- 
gestions set forth in the manual. These 
meetings have provided bankers with 
opportunities to assist the county and 
state United States Department of Ag- 
riculture war boards in their efforts to 
attain the needed expansion in food 
production. Reports from all parts of 
the country confirm the effectiveness of 
this type of cooperation between bank- 
ers, farmers and official agencies. Typi- 
cal of such reports are the following 
paragraphs from a banker who sent out 
some 200 letters to prospective farmer 
customers: 


For the first few weeks approximately three 
to five customers per day visited the bank re- 


questing loans as outlined in the letter. Since 
that time we have averaged about two custom- 
ers per day requesting this type of loan. 

We have made a great many loans and, of 
course, those people who have borrowed have 
told their neighbors, with the result that a great 
many farmers have called on us. We did not 
make loans to everybody who applied, but we 
feel the effort has well repaid us for the many 
additional loans we have made and the addi- 
tional customers and friends who have called 
on us. 


The price guarantees provided to 
farmers were a potent factor in bringing 
about a quick expansion of most lines of 
farm production. Such guarantees will 
no doubt be continued in 1943. They 
minimize the risks which farmers and 
lending agencies are asked to assume in 
the food production program. In view 
of such guarantees and the urgency of 
the national need for ample supplies, it 
is obvious that many prudent farmers, 
whoordinarily use littleifany credit, may 
expand their operations through the ju- 
dicious use of credit in 1943. Expansion 
by the more efficient and prudent opera- 
tors is also less likely to lead to difficult 
readjustment problems at a later date. 


Tae general pattern of the 1943 food 
production program will probably not 
differ greatly from that of 1942. There 
will be more emphasis on certain items 
which conserve shipping and provide 
products which can be used in the far 
corners of the world, where our armed 
forces or those of our allies may be 
located. 

Such items as dehydrated vegetables, 
dried fruits, dried eggs, and dried milk 
products are of increasing importance 
from this point of view. It is also vital 
to maintain or increase the level of pro- 
duction of vegetable and animal fats, 
oils and proteins. This means a con- 
tinued high level of production of hogs, 
beef, poultry, soybeans, peanuts, etc. 
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Some expansion in cotton and wool pro- 
ductions also appears desirable, with 
emphasis on more long staple cotton. 

The specific production “goals” for 
1943 will be announced by the Depart- 
ment of Agriculture at an early date. 
Bankers will want to acquaint them- 
selves with these goals in order that 
they may be in a better position to meet 
the credit needs of their farmer bor- 
rowers. Bankers can obtain the details 
of the production goals for their com- 
munities by contacting their county 
United States Department of Agri- 
culture war boards. By having this 
information the banker will not only be 
able to better handle his own problems 
but he will also be in a strong position to 
assist the county and state agricultural 
officials in making the food production 
program a success. 


President, Iowa Trust & Savings Bank, 


Estherville—k. J. McDONALD 


feel a restless urge to do his part, 

his utmost to bring victory and 
peace to a war-torn world. Fortunate in- 
deed are those who have a clear cut 
program before them, who can realize 
the satisfaction of concrete service. The 
country banker finds himself in such an 
enviable position today. He shares with 
the farmer and those others engaged in 
agriculture, the responsibility of pro- 
ducing the food which is so vital a 
necessity. His program of service is one 
of leadership and action. The outline of 
that program has been set forth in the 
American Bankers Association manual 
‘““How Banks Can Assist in the Food- 
for-Freedom Program.” 


| aes red blooded American must 
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These 1943 production goals may not 
be as easily attainable as were the cor- 
responding goals of 1942. The problem 
of farm labor will be accentuated by the 
continued drains of farm people to the 
war industries and to the armed serv- 
ices. Less new farm equipment will be 
available. The necessity for repairs and 
maintenance of existing equipment will 
be more pressing. Lack of adequate 
transportation may force some read- 
justments in the production of com- 
modities dependent upon long hauls to 
distant markets. Limitations of process- 
ing capacity or materials such as tin will 
also become increasingly important. 


Because of these difficulties which lie 
ahead, bankers serving the farming 
areas and the food processing industries 
in 1943 will be expected to participate 


The Country Banker's Job 


The individual farmer has before him 
a four-fold responsibility : 

First: To produce, produce and pro- 
duce. He must use every resource at 
hand to accomplish this without in- 
curring long term obligations in the 
purchase of war scarce and war needed 
materials. Longer hours, harder work, 
bronzed faces and slimmer waistlines for 
those who had thought their days of 
hard work over, a brief farewell and God 
speed to sons who had been carrying the 
load, a fierce determination to carry on 
with increased production—our Ameri- 
can farmers deserve tribute for what 
they are accomplishing. 


Seconp: To pay debts. Any man re- 
ceiving a good income today, who still 
can’t pay debts, will never be a good 
credit risk. Getting and keeping our 
own finances in good shape is very 
definitely a part of the war program. It 
is not fair, it is not constructive, it is 
not patriotic, to expect either our Gov- 
ernment or others to carry credit liabili- 
ties for those who fail to recognize their 
own responsibility of debt repayment. 
Third: To create savings. Only farm- 
ers with debts and no reserves must 
liquidate their assets in adverse times. 
It is a self-evident, but never to be for- 
gotten, fact that depressions and hard 
times have little effect on those who can 
carry through without forced liquida- 
tion. Even those with long term debts, 
such as real estate mortgages, can pro- 
tect themselves by paying principal 
payments in advance and creating sav- 


to an increasing extent in efforts to 
overcome obstacles to all-out produc- 
tion of foods and fiber. The response of 
bankers to the 1942 Food-for-Freedom 
program is ample evidence that they 
will do their part in this continuing 
effort. 


The urgency of the 1943 food produc- 
tion program does not relieve bankers or 
farmers of the necessity of avoiding an 
excessive use of credit. Farm mortgage 
debts are being reduced. It is obvious 
that the nation’s best interests will be 
served if this reduction of long term 
farm debts is substantial in the years 
immediately ahead. This will place 
farmers and lending agencies in a 
stronger position to meet any post-war 
readjustment problems which may 
eventually develop. 


ings to take care of interest and taxes 
and unforeseen contingencies. 

Fourth: To buy War Bonds. The im- 
portance of this is recognized by every- 
one. 

These four points may be considered 
of equal importance, they are inter- 
related, and no farmer has fulfilled his 
entire responsibility without accom- 
plishing all of them. 


Cax there be any question as to what 
financial agency is best equipped and 
prepared to help attain these goals? 
This war has been called a mechanized 
war, yet it cannot be won by machinery, 
by corporations or by unions. The war 
will be won by the united and unselfish 
effort of individuals—individuals in the 
armed forces, individuals in factories, 
individuals behind desks, and individ- 
uals on farms. Financing the needs of 
agriculture is as individualistic as the 
farmer himself. Every agricultural loan 
is a separate credit problem and pos- 
sibility. 

Agricultural financing requires a hu- 
man approach, a human understanding. 
Our farmer friends are busy men these 
days. Higher prices, guaranteed price 
supports, the need for greater produc- 
tion, farm labor shortage, higher op- 
erating costs, have created new financial 
problems. The farmer needs the finan- 
cial help and counsel of an understand- 
ing friend who knows him as well as his 
problems. He needs that help in attain- 
ing this four-point program. Here is a 
challenge to the country banker. Con- 
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siderable knowledge and understanding 
is necessary. Someone in every country 
bank must’ have the responsibility of 
studying these new problems, of going 
into the country to visit with customers 
to learn more about their individual 
problems, of visiting with those who 
haven’t been in the habit of coming into 
the bank. 


Loans are being repaid. It is up to 
every country banker to recognize that 
the funds in his bank which are avail- 
able for lending constitute resources 
needed by our country in this Food-for- 
Freedom program. It is up to every 
country banker to use every effort in his 
power to see that all available funds 
are used, wisely and constructively; to 
see that all needs for legitimate financ- 


An Outside 


Manager, Agricultural Department, The 
National Bank & Trust Company of 
Norwich, New Vork -NICHOLAS A. 
JAMBA 


today. Even the outcome of this 

world war now hinges in large part 
on the food and agricultural products 
that farmers must produce efficiently in 
large volume. 

Because of the present trend in agri- 
culture towards extreme commercializa- 
tion, most agricultural operations are 
becoming highly mechanized and de- 
pend each year on the use of more 
power equipment. The individual farm 
enterprise now has larger inventories of 
livestock and supplies, and makes 
greater purchases of seed, feed and fer- 
tilizers. All of these trends require the 
use of greater amounts of farm credit. 
All of these operations must proceed 
without interruption and consequently 
require dependable sources of credit. 
The lack of assurance of a dependable 
source of credit has been the principal 
reason during the last decade why many 
farmers have transferred much of their 
financing to the offices of Federal farm 
credit agencies and to finance com- 
panies, or have left it to the dealers and 
merchants with whom they deal to 
furnish much of the credit they use. 

An outside program for country banks 
means that country bankers must ex- 
pand the value of their credit services 
to their farmer-customers by conduct- 
ing more banking outside the offices of 
their banking institution. 


Prey. is big business in America 
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ing are taken care of; to go further, to 
help his customers plan their debt re- 
payment, to help them create savings, 
to sell them War Bonds. 

Yes, the country banker has a definite, 
clear cut duty, and opportunity of serv- 
ice to his country and his fellowmen. 
Food-for-Freedom victory flags should 
be given to country bankers who fill this 
responsibility, and such a flag should 
fly from the top of every country bank. 

No other credit agency can do this 
job as well. No other credit agency is 
equipped to give that personal atten- 
tion, no other has the human under- 
standing of the individual problems. 
Country banking is creating goodwill 
both in our respective communities and 
among agricultural leaders. This is in- 
deed gratifying. Particularly significant 


FARM CREDIT 


is the wholehearted reaction on the part 
of country bankers themselves. 

Food-for-Freedom is a war need. Yet, 
financing this need, and the procedure 
outlined in the manual “How Banks 
Can Assist in the Food-for-Freedom 
Program” is just good, sound agricul- 
tural banking. The problems of agricul- 
tural financing are complex. Because of 
this, because there is so much more we 
must learn for our own good as well as 
that of our customers, because the agri- 
cultural needs today are so urgent, we 
must recognize that the Food-for-Free- 
dom manual, and our application of the 
principles set forth therein, is just the 
beginning of deeper study, of greater 
effort, of increased service. 


Program for Country Banks 


Some bankers have long ago learned 
that farmers do business with a particu- 
lar bank only because it is to their 
personal advantage to deal with that 
institution. Farmers dealing with these 
same banks have learned from their 
experience that the credit services they 
need and must have are available to 
them when they require them on a 
sound basis and at reasonable cost. 
Other bankers who have failed to recog- 
nize this fact have seen much, and will 
continue to see more, of their best farm 
credit business transferred to other 
banks, or to other credit agencies. When 
farm credit customers find it more ad- 
vantageous to obtain their financing 
from sources other than banks, they will 
get their credit from such other sources. 

The lack of a dependable and ade- 
quate local source of agricultural credit 
is an important reason why country 


Mr. Jamba, left, 
checks up on a 
dairyman’s herd 


banks need to develop an outside pro- 
gram. Country bankers need to learn 
much more than they know now about 
the credit needs of the agriculture that 
is being conducted in their communities. 
Country bankers need to learn more 
about the potential capacities of the 
agricultural enterprises in their com- 
munities to repay borrowed funds. And 
country bankers need to learn more 
about the inherent abilities of the farm- 
ers in their communities to use capital 
and credit profitably in their farm op- 
erations. Only through activities con- 
ducted outside the office of a bank can 
bankers learn these important facts and 
thereby assure to good farmers the 
dependable financing they need to con- 
duct their operations. 

The secret of the successful growth 
of the production credit associations is 
their foundation on the basic principle 
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of dependable farm credit. These asso- 
ciations are federally-sponsored but 
otherwise farmer-operated sources of 
dependable credit. These associations 
don’t expect a good farmer to borrow 
funds elsewhere to retire a debt matur- 
ing at an off-season period of time. The 
at of these associations are thor- 
oughly familiar with the nature of every 
farm operation and production and 
marketing problem existing in their 
trading territory. Their member-bor- 
rowers know this fact and have the 
assurance that their credit terms shall 
remain coincident with the nature of 
their business. These member-borrowers 
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know what a dependable source of farm 
credit means to their operations and for 
this reason continue to patronize the 
offices of their associations. 


Axy country banker thoroughly fa- 
miliar with the size, character, location, 
amount of inventory and equipment, 
the credit structure, and the operating 
problems of a farm enterprise, and fa- 
miliar also with the character and abil- 
ity of the farm operator, can easily 
determine whether additional needs for 
operating credit to such enterprise are 
justified, sound, and can be expected to 
be repaid with a reasonable degree of 
certainty. Another reason country banks 
need an outside program is to learn 
these facts about every one of their 
customers. With this kind of knowl- 
edge, bankers can then give farmers the 
assurance they need that credit for 
sound production purposes is available 
to them on short notice and on repay- 
ment terms to fit their needs. An outside 
program should be geared to that type 
of activity. 

The outside program should be in 
charge of a responsible officer who can 
devote at least part of his time working 
in the field contacting farmers. It should 
be conducted by a person familiar with 
farming and with farm operations, with 
farm problems, and with farm people. 
Technical knowledge of farm manage- 
ment principlesand agricultural econom- 
ics is not essential but highly desirable. 


Suc program activities should be 
predicated on the basic principle that 
every application for farm credit de- 
serves careful consideration and that 
every sound need for credit that will 
merit approval is approved. The pri- 
mary aim of such program should con- 
cern itself principally with the job of 
determining the soundness of every 
application for credit that is submitted 
to your bank. No effort should be spared 
to learn all the facts pertaining to each 
particular case. 


*Food-for-Freedom” 


CUSHING 


Here are some of the basic things 
bankers need to know about any com- 
mercial or industrial enterprise and 
agriculture as a business is entitled to 
the same rating today. An outside pro- 
gram is most essential in order to pro- 
duce this information. 

1. Kind or type of business: Within 
the business of farming, as within the 
field of commerce and industry, exist a 
variety of agricultural enterprises. The 
type of a particular farm business has a 
direct effect upon the inherent risks 
involved in its operations. 

It is important to know from what 
particular type of farm business your 
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request for assistance is coming. Con 
sideration of the application should 
then be made in view of such other 
factors as affect such cases. The size of a 
farm enterprise, whether a fruit, poul- 
try or dairy farm, for instance, has 
considerable effect upon its chances of 
operating at a profit. 

2. Location of the business: Location 
factors are of extreme importance to 
agriculture. It is safe to say in a general 
way that Wisconsin is a good place for 
a dairy farm. However, the exact loca- 
tion within your community of a par- 
ticular dairy farm may be the one most 
serious factor limiting the income-pro- 
ducing ability of that enterprise. 

3. Quality of the plant and its equip- 
ment: Whether factory, store, or farm, 
the equality of its resources, buildings, 
equipment, and income-producing stock 
is important. How else can you learn 
answers to these questions without at 
least one visit to the farm to see for 
yourself? This information should be 
reported in such manner and on such 
forms as to produce a permanent record 
for your files for future reference. 

4. Quality of the management of the 
business: The accuracy of the answer a 
loaning officer obtains to this question 
will determine the quality of your loan 
and the chances of its repayment out of 
operating income, considering always 
that other factors are satisfactory. 

This usually is the most difficult an- 
swer to get, especially when considering 
applications from new borrowers. How 
else can you get this answer in the case 
of farm loans without a farm visit made 
by a person with some experience in 
agriculture? 

5. Financial condition of the enter- 
prise: It hardly seems necessary to say 
that the financial statement of a farm 
enterprise is a most essential piece of 
information. Farm statements should 
be studied with the same thoroughness 
as any similar statement submitted by 
your largest commercial account. A 
farm credit statement is almost the first 
information a loaning officer will re- 
quire. This statement properly prepared 
can tell a real story. 

6. Records of past operations: Farm- 
ers, too, can submit profit and loss 
statements. An operating statement 
provides the evidence a loaning officer 
needs to convince him that a loan ap- 
plication should not be approved or to 
assure him that a loan can safely be 
expected to be repaid about as planned. 

7. Repayment programs: Most farm 
loans should be scheduled for repayment 
on terms coincident with the purposes 
for which the loan is approved. Many 
difficulties on farm loans are encoun- 
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tered when this basic principle is vio- 
lated. Consider carefully the purpose 
for which the loan is requested and 
base a repayment program to fit this 
purpose. 

8. Safeguards: Country banks are 
discovering that loans based on repay- 
ment schedules approaching one, two, 
or three years require some assurance of 
protection against the occurrence of 
unforeseen circumstances and to pro- 
tect against losses from secondary 
creditors. A chattel mortgage provides 
this protection and insures the income- 
producing property against such dis- 
turbances during the existence of the 


Now — 


MORE THAN EVER 


We are thoroughly prepared to speed 


credit transactions and render full co- 


FARM GREDIT 


loan. Chattel mortgages require a con- 
siderable amount of special servicing 
and much of the activities of your farm 
service department are likely to be 
taken up with this work. Chattels 
should be insured against loss from fire 
for the protection of the borrower and 
lender. 


A GooD outside program, properly 
conducted, will reveal profitable sources 
of new business for banks and will do 
much to insure the future of a sound 
agriculture. 


operation in the exchange of all banking 


services with correspondent banks. 


We assure you of prompt and effi- 


cient service in the handling of your 


West Coast business. 
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Government Competition 


The problem faced by banks in meeting 
the competition of government in agricul- 
tural lending is discussed in this bankers’ 
symposium. 


Vice-president, Mercantile-Commerce 
Bank and’ Trust Company, St. Louis 
—WOOD NETHERLAND 


INCE 1935 the American Bankers 

‘Association has given continuous 
consideration to government lending 
agencies, and to the extent and nature 
of their competition with chartered 
banks. The Committee on Banking Stud- 
ies made a comprehensive survey of the 
Association’s membership and issued its 
booklet on government agencies. Al- 
though at that time the Association was 
concerned with respect to the potential 
danger of competition offered banks in 
agricultural areas by the Production 
Credit associations, the striking thing 
was that 54.2 per cent of the members 
who replied to the committee’s ques- 
tionnaire stated that these agencies 
were not of sufficient importance to 
warrant a detailed study of their opera- 
tions. While this has been a live issue in 
a few states, in many others it is of no 
consequence. Thus, it seems that the 
matter remains a state association 
problem until there is some unanimity 
of opinion. 

The problem must be viewed realisti- 
cally. In 1933 debtors found themselves 
unable to pay and creditors, including 
banks, found themselves unable to col- 
lect. In this extremity the Government 
stepped in to bridge the gap and out of 
that distress many of the government 
agencies emerged. While we in the bank- 
ing business thought many of these 
agencies were but emergency institu- 
tions, no such thought was in the mind 
of those who had long held the contrary 
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view. There has always been a large 
group in this country which has felt that 
agriculture should have its own cooper- 
ative credit system. In the financial 
stress of 1933, therefore, the opportu- 
nity was afforded to bring these agen- 
cies into being, and not altogether with- 
out the blessing and support of bankers 
themselves. As a matter of fact, loans 
by these agencies played no small part 
in relieving banks of what were then 
thought to be frozen assets, and thus 
these agencies made a large contribu- 
tion to the reopening and rehabilitation 
of many banks, and materially assisted 
in the rapid liquidation of some banks 
which did not reopen after the bank 
holiday. Now that the distress is a 
matter of history, we should not be sur- 
prised to find these agencies endeavor- 
ing to perpetuate themselves. It is 
typical of many government institu- 
tions, once established, that they be- 
come a permanent part of the financial 
structure. The war, of course, has fur- 
ther complicated the situation. 


Those of us in banking have no divine 
right to a monopoly on the granting of 
credit. Small loan companies, building 
and loan associations, credit unions, 
etc., are accepted by us as a legitimate 
part of the financial community. Co- 
operative credit organizations should 
have an equal opportunity in a free 
country. What we in the banking busi- 
ness have a right to demand is that all 
of such institutions be subjected to 
rules and regulations, supervision, taxa- 
tion, and such other responsibilities of 
corporate citizenship as are required of 
our banks. That is to say, we have no 
fear of competition from Production 
Credit associations or any other institu- 
tion of its kind if subsidies are with- 
drawn. We do object to the payment of 
taxes which are used for underwriting 
our own competition. It is inequitable, 
unfair and unAmerican. As one banker 
very aptly put it: “We feel a bit abused 
to say the least, when we spend our 
time selling government bonds if any of 
the national income is used to subsidize 
agencies which, by the very fact of this 
subsidy, is able to take away our bread 
and butter.”’ 

Eliminate the subsidy, give us an 
even break and the Production Credit 
associations will fade out of the picture. 


Cashier, The Culpeper National Bank, 
Culpeper, Virginia 
—GILES H. MILLER, JR. 


I BELIEVE that practically every coun- 
try bank in the nation is particularly 
interested at this time in competition 
of the Production Credit associations 
and the fact that they are making bank 
loans directly in competition with 
country banks, thereby-cutting off a 
source of the country banks income. It 
is further felt, I believe, by banks and 
many farmers that they can secure this 
credit from banks and that the Produc- 
tion Credit association in many coun- 
ties is not necessary. 

If, in some counties, the banks are 
not doing the job they should, or there 
are not banking facilities in those coun- 
ties, then the Production Credit in 
those sections is serving a worthwhile 
purpose. On the other hand, however, 
it does seem that these government 
agencies, who are paying no taxes, have 
unlimited funds from which to draw, 
and who have no responsibility to de- 
positors, should at least be required, in 
fairness to banks who have withstood 
bad times as well as good, to be limited 
to supplemental loans rather than going 
all-out for bank loans. 


Osx the application forms used in con- 

nection with an emergency crop loan, 

there is contained a section which reads 

as follows: 

“Production Credit Association Cer- 
tificate 

“After considering the information 
given in the foregoing application we 
find that this association is unable to 
grant a loan sufficient to meet the ap- 
plicant’s needs at this time. 

Production Credit Association 

It seems to me that if the Production 
Credit association would be limited to 
loans after such a statement by the 
farmer’s own bank, together with one 
other bank, then there would be definite 
evidence that that farmer could not get 
credit from a bank and needs some other 
source of credit to call upon. 

I believe that a discussion of this 
question and definite recommenda- 
tions to many country banks, who ap- 
parently are not fully alive to the poten- 

(CONTINUED ON PAGE 140) 
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. to Fighting on 
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i What to do with deposits is a question facing 


every banker. You are anxious, of course, to 
®8) put this money where it will aid our war effort, 
and where it will not have an inflationary effect. 


> 


May we offer a suggestion? 

Plenty of food for ourselves and our allies, both 
fighters and civilians, is vital to victory. Abundant 
food at moderate prices forestalls a major cause 
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of inflation. Few loans, perhaps none, are so safe 


| 


now as those made to increase the production of 
urgently needed food. 


| 


Feeder cattle and lambs, feed grains or concen- 
trates to finish animals already in the feedlot, milk 
cows or brood sows, fertilizers and inoculants to 
boost crop yields, all are things which can build 
up the food-producing power of farm and farmer. 
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So are extra labor and new machinery, especially 
when needed to harvest crops already grown. Be- 
cause so many farms have been drained of their 
labor, bank cooperation in financing machines may 
be doubly strategic. You can help the limited num- 


SSS 


>> 


ber of machines available find their way to farmers 
who need them most and will use them best, not 


merely those who happen to have ready money. 


OR 


We do not presume to suggest ways and means, 
only to urge objectives. In our lay opinion the 
“Food for Freedom” book by the Agricultural 
Commission of the American Bankers Association 
offers an adequate and practical procedure. You 
will find Case dealers and other farm machinery 
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merchants most helpful through their close con- 


SSS 


tact with farmers and their expert knowledge of 
farm needs. J. I. Case Co., Racine, Wis. 


CASE 


100 YEARS SERVICE T 0 AGRICULTURE 
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tialities of this competition, would help 
them to help themselves, and perhaps 
ring about a change in the present 
laws in the Farm Credit Act of 1933. 


Cashier, Home State Bank, Jefferson, 
TowaW ARREN GARST 


Te old rule of success: “Find out 
what the people like and do more of it- 
find out what they do not like and do 
less of it,’’ applies to bank relationships 
with its farmer borrowers and the banks’ 
competitive struggle with the govern- 
mental loaning agencies as well as to 
anything else. 

The Ohio Bankers Association had an 
impartial survey made of all farmer 
borrowers in one township of a typical 
farm community. The indications of 
that survey and the judgment of a num- 
ber of farm-minded bankers is that 
banks must offer as attractive a “ pack- 
age’’ as the governmental loaning agen- 
cies. This means that rates must be low 
enough not to arouse resistance, that 
there must be a sympathetic under- 
standing from the farmer’s point of 
view, and that ‘‘on the farm” service is 
highly desirable. There is no implica- 
tion there of a lack of proper security 
or margin. 

So far as we know, few bankers who 
have approached the problem from 
that point of view have been spending 
much time sitting on this competitive 
tack and letting out loud howls of 
anguish. 


Executive Vice-president, First National 
Bank, Grand Island, Nebraska 
—I. R. ALTER 


ry 

Tue real emergency which gave birth 
to the Regional Agricultural Credit 
Corporation early in the Thirties was 
fully met by that corporation by lend- 
ing millions of dollars to farmers and 
stockmen on all types of their collateral 
including beehives, chickens, and live- 
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(CONTINUED FROM PAGE 138) 


stock and machinery. The corporation 
was later liquidated. But by that time, 
however, the word “emergency” had 
become a pet alibi in Washington, and 
the Production Credit association, un- 
necessary and unfair not only to the 
banking fraternity but, as has been 
proven in some cases, also to the bor- 
rower and subsidized by free govern- 
ment funds, started with about 500 
agencies. 

The overhead of the smaller bank 
endeavoring to stay in business in this 
section of the country is now almost en- 
tirely dependent on service charges, and 
shareholder dividends in the majority 
of cases have long since ceased, while a 
number of these smaller banks have al- 
ready gone out of business to the detri- 
ment and inconvenience of their little 
communities and others are contemplat- 
ing liquidation since the Production 
Credit association menace appears to be 
increasing through the activity of over 
3,000 AAA offices in directing farmers 
to the PCA’s with their grain produc- 
ers’ notes, which have always been pop- 
ular at banks and at a ridiculously low 
rate of 1'2 per cent. 


Wine it is admitted that to some ex- 
tent this problem may be sectional, the 
fact that it affects one of the principal 
industries of the United States and in- 
directly many more minor industries by 
the elimination of small bank coopera- 
tion with many lines should suggest 
more consideration both in Washington 
and in A.B.A. circles than it has until 
very recently been given. 

We are happy here in Hall County, 
Nebraska, to report that less than 6 
per cent of the total livestock loans in 
this county have been lodged with the 
PCA. Our contacts and our knowledge 
of livestock and farming gained over a 
period of 60 years past have fully 
equipped us to compete and not neces- 
sarily on a rate basis. Although the 
smaller country bank likewise is pos- 
sessed of that knowledge, that same 
competition with PCA’s is impossible 
due to a lack of volume and inability 
to compete with any lending agency 
furnished with free capital by the Gov- 
ernment at the expense of the taxpayer, 
the one and only reason for the avoid- 
ance of losses even more substantial 
than the majority of Production Credit 
agencies have already revealed. 

Adequate bank cooperation is avail- 
able everywhere, and depositors’ funds 
are now insured. So it would, there- 


fore, appear that not only this PCA 
system—one of over 50 lending »ven- 
cies competing with banks— but als the 
competitive postal savings system, -om- 
peting for deposits, should be elimi: ated. 


Vice-president and Trust Officer. \a- 
tional Bank and Trust Company, har- 
lottesville, Virginia—C. T. O'NEILL 


There is a greater opportunity today 
than ever before for the banker to en- 
large his field of service in agricultural 
credit. In addition to the growing de- 
mand for credit by the farmers on ac- 
count of increased production the banker 
has at his command today the experi- 
ence of other lending agencies and a vast 
amount of information available through 
research facilities and banking organiza- 
tions. The American Bankers Associa- 
tion manual, ‘How Banks Can Assist 
in the Food-for-Freedom Program,” 
presents a plan of procedure which has 
been received most enthusiastically by 
bankers, agricultural leaders and farm- 
ers alike. 

The experience of bankers who have 
been most successful in the field of agri- 
cultural credit definitely prove that 
the commercial banker can meet any 
competition in this field if he is prepared 
to render the same type of service of- 
fered by other lending agencies. To do 
this successfully he must have an officer 
who thoroughly understands agricul- 
ture and who knows the seasonal and 
long-term needs of the farmer. 


As our Government becomes more 
and more involved in the war effort and 
the financial needs of agriculture grow 
larger and larger we will be rendering a 
real service to our country by assuming 
the responsibility of financing the pro- 
duction of food and fiber for ourselves 
and our allies. 

This is not only a responsibility, but 
the greatest opportunity that bank- 
ing has ever had to take the lead in 
this field of financing as it has in the 
sale of bonds and the production of 
planes and tanks and guns. 

However hard the job and crowded 
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the hours of the day, banking must as- 
sume this challenge and render to agri- 
culture and to this fight for freedom its 
full cooperation. 


President, First National Bank, Ray- 
mondville, Texas—J. A. FAMBROUGH 


Ta: question has been presented con- 
cerning the object of the Federal Gov- 
ernment in competing with banks for 
loans. 

It has been observed that govern- 
ment loan agencies are not restricted as 
are banks, nor taxed as are banks; also 
that some of them are costing the tax- 
payers plenty of money. 

Banks appear able and willing to 
take care of reasonable demand for 


loans on fair, sound terms, but unable 
on small volume and supervisory re- 
strictions to meet government compe- 
tition. Bankers have been admonished 
for years to make sound loans and they 
are puzzled at the existing loan policies 
of some of the agencies competing with 
them. 

It seems to be a paradox that bankers 
cooperate so well with their biggest com- 
petitor, the government loan agencies. 

Could it be that the bankers adopt an 
attitude of defeatism in this connection? 
One banker expresses his complaints to 
a contemporary who agrees, but with a 
shrug, replies “ Yeah, but what can we 
do about it?” Too often, that’s the end 
of it. 

When enough bankers realize the 
seriousness of this competition and de- 
termine to make themselves heard in 
the proper places banking will benefit 
substantially. Then banks can continue 
to contribute to the war effort and to 
community building along the whole- 
some lines of free enterprise. Until then 
they may continue to bewail loss of 
profits and the trend toward socialism. 


Vice-president and Cashier, The Bank of 


Centerville, South Dakota. 
-JOHN N. THOMPSON 


A Soutn Dakota banker has for- 
warded to me a letter stating that the 
Production Credit office at Lemmon 
is obtaining a list of all chattel mort- 
gages of $400 and up from the Register 
of Deeds’ office. You may be sure that 
it will use the list for the solicitation of 
loans, for that is now a usual procedure 
with the PCA’s. 

If the Production Credit associations 
are to stay in business they will no 
doubt continue this practice, but since it 
is available to every one, why don’t you 
turn the tables on them and use their 
own tactics? You could have the regis- 
ter of deeds give you a list of all the 
Production Credit associations’ loans in 
your vicinity and after going over this 
list you could write to those who you 
would like to have borrow from you 
soliciting their business in the same 
manner. You could explain in your let- 
ter that your service would be more 
satisfactory, that the interest rate is not 
the only cost or factor ona loan, that you 
are not selling them any stock or charg- 
ing them excessive inspection fees, that 
your method of operation is more flexi- 
ble and not wrapped up in red tape and 


We're looking for 


In charting the course ahead, bank- 
ers will find it expedient and prac- 
tical to consult with one another 
more frequently than in the past. In 
this spirit of mutual helpfulness the 
officers of California Bank will wel- 
come suggestions and the oppor- 
tunity to exchange ideas with other 
bankers as to policies, operations, 
systems and other problems vital 


to present day banking. 


California Bank 


new ideas 
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GOOD NEIGHBORS 


Efficient banking service aids in the 
development of trade and goodwill. 


You are cordially invited to use the 
services of this Bank in the follow- 
ing countries: 


CANADA 


Branches from Coast to Coast 


NEWFOUNDLAND 


Branches at St. John’s and eleven 
other points 


‘WEST INDIES 


Branches in Jamaica, Cuba, Puerto Rico 
and Dominican Republic 


Complete list of branches on request 
NEW YORK, 49 Wall Street 
LONDON, ENG., 108 Old Broad St., EC2 
General Offices 
TORONTO, CANADA 
Capital and Reserve, $36,000,000 


The BANK of 


NOVA SCOTIA 


ESTABLISHED 1832—OVER A CENTURY 
OF SERVICE 


ONE DAY 
COLLECTION 
SER VICE 


On More Than 
100 Points in 
New York State 


Write for 
Transit Schedules 


The Syracuse 
Trust Gompany 


Spracuse, Dew York 


MEMBER OF THE FEDERAL RESERVE SYSTEM 
MEMBER FEDERAL DEPOSIT INSURANCE CORP. 
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such other arguments as you might wish 
to emphasize. I believe that these let- 
ters should give you some results, but 
should be followed up by personal solici- 
tation of the most desirable loans and 
after they are secured keep right on 
after the next ones. If you have not al- 
ready reduced your interest rate on the 
class of loans that the Production Credit 
Associations are making you will prob- 
ably have to do that in order to compete 
with them. 

In this respect, I am of the opinion 
that all of the banks are going to have 
to reduce rates generally due to the 
present conditions. I would rather havea 
good farmers note at + or 5 per cent 
than I would government bonds at 
from one-half per cent to 2 per cent, 
which will be all that will be left for us 
if we let the loan business get away from 
us. 


Cashier, The Hunterdon County National 
Bank, Flemington, New Jersey 


—WILLIAM J. KINNAMON 


Tie unrestricted agricultural produc- 
tion throughout the nation leaves one 
of the few remaining sources of earning 
assets for country banks. 

Already the efforts of banks in ob- 
taining this type of loan have been 
noted by Production Credit associa- 
tions. These associations are using every 
effort to obtain and service production 
loans, the effort being one of self- 
preservation. 

Actually the only real advantage that 
Production Credit associations have is 
a slightly lower rate of interest. How- 
ever, when the interest paid on the 
actual amount of money advanced, plus 
various fees and the loss of the use of the 
money invested in stock are computed, 
it is only fractionally lower than the 6 
per cent which the bank charges. The 
many services which banks render offset 
this light differential in rate. 

If bankers will aggressively seek this 
business and take the time to work over 
each farmer’s problem and to sell him on 
a sound program both for himself and 
for the bank, the banker can definitely 
reduce toa minimum PCA competition. 


It would seem, then, that the bank ers’ 
problem is really one of merchandising. 
It would follow that if you create an 
unexcelled banking and credit service jn 
your community and charge cost plus a 
fair profit, you will succeed. 


President, The Commercial National 
Bank & Trust Company, Emporia, \ an- 
sas—F. H. ARNOLD 


As a result of a three-year study of 
government agricultural lending agen- 
cies, the Competing Credit Agencies 
Committee of the Kansas Bankers \s- 
sociation came to the conclusion that 
the Production Credit association is the 
only lending agency about which Kan- 
sas banks need really be concerned. The 
other government lending agencies have 
taken their part of the loans, but they 
are not so aggressive as the PCA. 

During the years 1936 to 1939 the 
PCA in Kansas held a fairly steady 
volume in dollars loaned, but in 1940 
and 1941 this volume increased 6.4 per 
cent and 8.4 per cent respectively. This 
we believe is caused chiefly by the in- 
crease in price of cattle. Although 1941 
shows an increase of 8.4 per cent in dol- 
lars loaned, it shows a decrease of 2 per 
cent in the number of loans made. 

We believe that PCA competition 
can be met successfully by making a 
rate of 5'2 per cent on medium sized 
loans; on small loans the rate can be 
more. Banks must recognize the neces- 
sity of personal surveys, more adver- 
tising, and personal solicitation, keeping 
in touch with all borrowers, and also 
contacting lost borrowers, as many who 
have become customers of the PCA have 
subsequently found too much red tape 
to be involved. 

Another good talking point nowadays 
in solicitation is the tax burden the 
banks carry—PCA carries none at all. It 
was concluded that it is better to boost 
banking than show PCA shortcomings. 
Cashier, The First National Bank, 
Strasburg, Colorado 

JERRIE M. RICE 


ryy 
Diu: competition of the Federal lend- 
ing agencies seems to vary in different 
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parts of the country. In the agricultural’ 
communities the Production Credit 
association is the agency competing 
most directly with banks. The degree of 
competition depends on how aggres- 
sively the PCA management is seeking 
joans and how far distant the borrower 
is located from the PCA office. The 
principal argument that the PCA has in 
soliciting loans is the lower interest rate. 
| am informed that the PCA is not 
taxed which materially reduces their 
operating expense over the operating 
expense of a bank. 


Tus competition is very real and 
must be met. I believe that banks can 
give better service and I believe that 
the average borrower would rather bor- 
row from a local bank than the PCA. 
That, of course, depends much on the 
banker and whether he is willing to 
meet the lower interest rate or supply 
sufficiently better and more efficient 
service so that the borrower is willing to 
pay a little higher rate to do business 
at home with his bank. More aggressive 
solicitation for loans with personal con- 
tact with prospective borrowers will 
give satisfactory results. It is easier to 
meet PCA competition in communities 
located some distance from the PCA 
office than in those communities located 
adjacent to the office location. A bor- 
rower would rather go into a bank 
where he is known and close a loan in 
a few minutes than to make a long trip 
to the PCA office for the same purpose. 
There are many arguments that bankers 
can advance but personal contacts ap- 
pear to give the best results. 


President, The Purcellville National 
Bank, Purcellville, Virginia 
C. L. ROBEY 


Is this period when higher operating 
costs of all kinds and lower income from 
invested assets are causing bank earn- 
ings to substantially decline, country 
banks find that competition from gov- 
ernment lending agencies is becoming 
more acute. 

Private banking, operating under 
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Harris 
Lrust and Savings Bank 


Organized as N. W. Harris & Co. 1882 — Incorporated 1907 


HARRIS TRUST BUILDING, CHICAGO 


Statement of Condition 
June 30, 1942 


Resources 


Cash on Hand, in Federal Reserve Bank 

and Due from Banks and Bankers . . . . . . $116,079,209.56 

Treasury Bills, at par . . . 21,640,000.00 

S. Government Securities, not exceed ing market : 

‘Due prior to January 1, 1948 . . 42,017,051.04 

Due on or after January 1, 1948 . . a 21,213,8560.84 
State and Municipal Securities, not exceeding market : 

Due priorto January 1,1948 ........ 34,382,892.86 

Due on or after January 1,1948 . . 5,665 259.70 
Other Bonds and Investments, not exceeding market 

Due prior to January 1,1948 ... . ae owe 24,371,728.45 

Due on or after January 1,1948 . ‘ar — 17,285,831.20 
Loans and Discounts . . 83,952 ,092.69 
Federal Reserve Bank Stock . . . Lee 450,000.00 
Customers’ Liability on Acceptances and Letters of Credit. 172,662.22 
Interest Earned but not Collected 930,819.28 
Other Resources ......... 288,416.66 


Liabilities 
Capital . . $  6,000,000.00 
Surplus . . 9,000,000.00 
Undivided Profits. 3,981,873.57 
——————— § 18,981,873.57 
Reserves for Taxes, Interest, Contingencies, 

Etc. . 6,744,997.65 
Acceptances and L “etters of C redit 172,662.22 
Demand Deposits. . $316,454,550.98 
Time Deposits . 26,696, 396.08 


$21,780,000.00 of United States Government obligations and $525,151.50 of 
other securities are pledged to secure $8,425,565.25 of United States Government 
deposits and $12,693,024.22 of trust deposits, and to qualify for fiduciary powers 


Member Federal Deposit Insurance Corporation 


Directors 


ALBERT W. HARRIS JOHN McKINLAY 
Chairman of the Board President, National Tea Co 


HOWARD W. FENTON FRANK McNAIR 
President, and Chairman of Executive Vice-President 


Committee 
A. H. MELLINGER 


JAMES M. BARKER Tele 
ant Co President, Illinois Bell Telephone Co 


CHARLES H. MORSE 
N Director, Fairbanks, Morse & Co 
THOMAS DREVER PAUL S. RUSSELL 

President, American Steel Foundries Vice-President 
FRANK R. ELLIOTT WILLIAM P. SIDLEY 
Vice-President Sidley, McPherson, Austin & Burgess 
FRED G. GURLEY HAROLD H. SWIFT 
Vice-President, Atchison, Topeka & Vice-Chairman of Board, Swift & Co 
Santa Fe Railway Company STUART J. TEMPLETON 
ARTHUR, B. HALL Wilson & Mellvaine 


STAN S WARD W. WILLITS 
Chrn. of Board, The Adams & Westlake Co 


SYDNEY G. McALLISTER FRANK H. WOODS 
Chairman, Executive Committee Chairman of Board, 
International Harvester Co Addressograph-Multigraph Corp 


War Bonds 
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DIRECTORS 


PAUL BEER, 


Pres., Flynn Dairy Co 
DR. O. J. FAY, 
Surgeon 
J. G. GAMBLE, 
Attorney 
J. W. HOWELL, 
Pres., Warfield-Pratt-Howell Co. 
F. W. HUBBELL, 
Vres., Equitable Life Ins. Co. of Iowa 
J. W. HUBBELL, 
Pres., F. M. Hubbell Son & Co., Ine. 
B. F. KAUFFMAN, 
E. T. MEREDITH, JR., 
Vice Pres., Meredith Publishing Co. 
SHIRLEY PERCIVAL, 
Pres., Green Colonial Furnace Co. 
PIDGEON, Vice President 
RUSSELL REEL, Pres., Yellow Cab Co. 
R. R. ROLLINS, Vice President 
JOHN SHULER, Pres.. Shuler Coal Co. 


Member Federal Deposit Insurance 
Corporation 


President 


present labor restrictions and tax rates, 
cannot compete with a government 
agency paying no taxes and having ac- 
cess to the public treasury to cover losses 
and operating deficits. To compete on 
the basis of rates would, I believe, only 
draw forth lower rates, to be further re- 
duced as it became necessary to keep 
below bank rates. (As a matter of fact, 
the PCA rates—with the additional 
charges added on. —are in most instances 
higher than the bank rates. Many farm- 
ers are finding this to be true, after they 
have been “high-pressured”’ into ob- 
taining a PCA loan.) 

The government lending agencies, for 
the most part, have outgrown their 
original purpose. If these agencies 
would operate within the bounds repre- 
senting the original intent of Congress 
the situation would be much relieved, 
but no one presumes to prophesy any 
such future for them or to hope that 
they will long be content within the 
confines even of their present greatly 
enlarged field. 

Some banks have tried to meet the 
competition by employing field men to 
solicit and service agricultural loans. 
In most cases, the returns have not 
justified the increased overhead. 

Another approach lies along the lines 
of reducing rates to borrowers and com- 
pensating for the lowered income by re- 
ducing interest to savers — the backbone 
of the banking business--and by skimp- 
ing on service, a wretched prospect in- 
deed to the banker with pride in his 
work and a mission to perform. 

I can see no forthright solution except 
elimination of such agencies by con- 
gressional enactment. This may seem a 
hard road but this country is collecting 
a variety of problems which can be 
solved no other way. 


Executive Vice-president, Farmers and 
Merchants State Bank, Wisconsin Dells, 
Wisconsin—F. C. AMANN 


How can banks meet the competition 
of the Government in the lending field? 
This is a rather large question to be 


answered in a limited article, but as we 
see it—in the first place, banks should 
not be forced to go into competition 
with government lending agencies, i/ the 
banks are willing to properly serve the 
farmers in their territory. The reasons 
why are obvious. 

We find that the average farmer 
would rather do his borrowing from his 
home bank if the banker is farm-minded 
and willing to loan the farmer on as 
good terms and conditions as the gov- 
ernment agencies do, but in my opin- 
ion too many bankers want to make %- 
day loans to farmers when they need 12 
or 24 months to liquidate a debt, and 
some bankers do not want to make 
chattel mortgage loans on_ personal 
property. Some bankers do not want to 
give the time to discuss with the farmer 
his setup, nor do they have the facilities 
to check up and know the value of the 
security. 


W: make chattel mortgage loans on a 
50 per cent basis of normal values on the 
farmer’s personal property. We want 
him to give us an assignment of a part 
of his milk check, or some other agree- 
able method of payment. If his security 
will comply with our requirements, we 
will make him a loan on a four-year 
basis, but we make the note for one year, 
with the agreement that we will renew 
sach year for four years, but require a 
reduction of one-fourth on the loan 
each year. Otherwise, we will not renew 
the loan unless good reasons can be 
shown. 

During the past four years we have 
increased the number of these loans 
more than 100 per cent and the amount 
in dollars more than 400 per cent. We 
have two aggressive production credit 
associations in our territory within 20 
miles of our bank and we are able to get 
our share of these loans by plenty of 
publicity in newspapers, direct mail, 
radio, and now have an outside field 
man who calls on the farmers, inspects 
the security, and solicits the business. 
Our losses have averaged less than $100 
per year on these loans. Our total loans 
in the past four years increased from 
$200,000 in 1938 to more than $400,000 
in 1942, and deposits during this period 
increased from $300,000 to more than 
$600,000. So we feel we are on the right 
track and want to keep on getting our 
share of farmers’ loans, because we be- 
lieve when properly made and serviced, 
they are a good liquid asset, and we are 
helping our community from which we 
receive our deposits. This farm business 
should be with the banks and not have 
government competition for local farm 
business. 
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Careers in Bankiné Today 


The President of the American Institute 


of Banking—DAVID E. SIMMS 


ESPITE the many headaches of 
1) these critical times the American 
Institute of Banking is already 
proving its ability to stand up under 
trying circumstances and to do its part 
in an educational way at the home front 
in the tremendous undertaking of win- 
ning this war. 

Every bank in the nation is in a key 
position to put forth a gigantic effort 
to assist commerce and industry to func- 
tion effectively in a wartime economy. 
Moreover, I sincerely believe they are 
doing just that in a quiet but most ef- 
fective way. The manpower of our 
banks has been trained for years to 
assume tasks in a wartime atmosphere, 
and the Institute is humbly proud of 
the fact that thousands of its graduates 
are today making their influence felt in 
their respective institutions by devoting 
their skill and energy to the best possi- 
ble service of the public and the Govern- 
ment during these abnormal times. 


Evervwoere personnel problems are 
increasing in their intensity. Many per- 
sonnel managers come to the bank in 
the morning not knowing what may 
happen next. It used to be the custom 
for an employee who intended to leave 
a bank’s employ to give a reasonable 
notice in order that an adjustment 
could be made. Now it frequently hap- 
pens that no notice at all is given, except 
the mute evidence of an empty desk or 
machine indicating that a vacancy is 
created and must be filled on the spot 
to assure the maintenance of efficient 
operating conditions. 

The only avenue open is to hire new 
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workers and then to train them as 
quickly as possible. While the Institute 
does not attempt to equip the new- 
comer in a few weeks with a wealth of 
experience in banking operations, it 
does offer to the new and inexperienced 
people an opportunity to learn the fun- 
damentals of their newly acquired busi- 
ness, and, therefore, be in a better posi- 
tion to understand the daily operations. 


Deep inroads on the banks’ staffs have 
been made to supply men for the mili- 
tary service. In some areas numbers of 
our bank people have given up banking 
careers and have transferred to war 
industry. Perhaps it may be thought by 
many of these people that banks are not 
primarily essential to the war effort be- 
cause other industries are closer to the 
manufacture of war supplies such as 
planes, tanks, guns, anti-aircraft ma- 
terial, and ships, all of which are vitally 
necessary in order to achieve victory. 
But all of these operations have a finan- 
cial aspect. Credit must be extended 
for the purchase of material, and pay- 
rolls must be met. Without the aid of 
banks it is difficult to see how many 
transactions affecting the war effort 
could be carried on. 

A quick glance at the transit depart- 
ment of any moderately large bank 
would convince the average Mr. Jones 
on Main Street of the contribution the 
banks are making in the war effort by 
the swift handling of checks, many of 
which cover transactions directly in 
volved in the war effort. The point is 
that people still in the banks have a 
sense of pride and satisfaction in know- 
ing that each day they are making a 
real and genuine contribution to the war 
program by doing their part to keep the 
wheels of industry turning. 

Special emphasis will be placed upon 
meeting the demands of the vast num- 
ber of women coming into the banks. It 
is not surprising to hear that in many 
places half of a bank’s personnel consists 
of women, many of whom are doing a 
fine job. Through our women’s activity 
every effort will be made to offer a 
sound banking education to these bank 
women and to encourage participation 
in the war effort through first aid classes, 
other Red Cross activity, and reception 
work at the USO. All of these activities 
have a vital effect on the morale of the 
boys in the service and provide the 
women with the pleasure and satisfac- 
tion of doing their bit. 


Institute courses are provided for 
every new employee. and we are bring- 
ing more women into chapter adminis- 
tration to give them this valuable 
experience. 

Our seminar program will be extended 
to interest the graduates of the Insti- 
tute and other senior men and women. 
This program will include a topic on 
the issuance of War Savings Bonds in 
order that the bank people may become 
more familiar with the handling of the 
securities, an operation which already 
has reached enormous proportions. Here 
is an opportunity for many bank people 
to interpret to the public, their friends 
and neighbors, the requirements for the 
issuance of bonds. 

Through our public relations activity 
much emphasis will be placed upon ap- 
pealing to the public to buy more War 
Bonds, in cooperation with state and 
local associations. This group is thor- 
oughly organized to lend every assist- 
ance through the medium of the radio, 
schools, and clubs to get the public 
more conscious of the purpose of the 
bonds and their attractiveness as an 
investment. Many bank people who 
have had training in public speaking 
and debate actively have enlisted in 
this effort. 


Benn these activities our publicity 
group will lend color and wartime flavor 
to the Institute in the press and in local! 
magazines and will encourage the local 
chapter publications to devote space to 
wartime topics and particularly stress 
the purchase of War Bonds. In fact, all 
of our activity is directly or indirectly 
spiced with a flavor of patriotism, which 
is entirely in keeping with the magnifi- 
cent effort the banks are making to aid 
the Government to win the struggle. It 
is a total war and everyone must do his 
or her part! 


In the firm belief that the banks have 
a definite and substantial role to play 
in this emergency, we in the Institute 
are devoting all of our energy to equip 
the new people in the banks for occupy- 
ing positions of responsibility. A new 
short course has been prepared espe- 
cially for the young men and women 
who are entering banks fresh from high 
school. This course is designed to fa- 
miliarize these young people with bank- 


ing, their bank, and their work in the 
bank. 
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MANPOWER 


- The Bank Personnel Situation Throughout 
The Country 


The members of this panel on “ Main- 
taining Manpower in Banks Under War 
Conditions” are men who are actually 
facing and solving the difficult problems 
involved in the present situation. Being 
restricted to a statement of not over 300 
words, each man has been unable to ex- 
press himself adequately on any of the 
points discussed. However, brief as these 
statements are, it is hoped that they will 
help the reader who is trying to clarify 
his own thinking on such points as mili- 
tary deferment for bank staff members, 
availability of various types of replace- 
ments for employees now leaving the 
banks, training methods that are most 
effective in maintaining staff efficiency, 
and drastic changes or reductions in bank 
operations that may be necessary in order 
to continue essential banking functions. 


Personnel Director, Chemical Bank and 
Trust Company, New York City 
—J. STANLEY BROWN 


[uprovisation ” is the watchword of 
the hour, and nowhere is that statement 
more true than in meeting today’s per- 
sonnel problems. Today’s personnel 
function must be handled much as a 
captain handles a ship in storm; one 
turn to meet this condition, another for 
that. Excess baggage, equipment— 
yes, and services—must go overboard; 
but even then we must improvise, take 
advantage of every expedient in recruit- 
ing and directing a shorthanded, rela- 
tively inexperienced crew. 

We must promote particularly able 


146 


women workers faster—and farther— 
than might have been their lots in nor- 
mal sailing weather. We must not ig- 
nore the fact that a 16-year-old boy has 
before him at least two more years of 
pre-military life, a 50-year-old man at 
least 10 years of active usefulness. In 
this age of female airplane pilots, sharp- 
shooters and skilled mechanics, of 22- 
year-old wing commanders, and 70-plus 
Secretaries of State and War, we bus- 
inessmen have much age-old cant 
(“‘can’t?”’) to shove overboard. 

But particularly we must bear in 
mind the fact that in emergency any 
human body uncovers surprising re- 
serves of previously unsuspected energy 
and intelligence. Fear unlocks those 
latent reserves. So does anger. So does 
enthusiasm for a great cause. So now is 
the time for a second look at that old- 
timer on the payroll—good old Gus, 
who’s been so long taken for granted 
that we have perhaps failed to note the 
new glint in his eye. 

Enthusiasm follows understanding, 
and understanding is a product of lead- 
ership. Given leadership, then, our 
depleted, inexperienced personnel will 
bring enthusiasm to this greatest cru- 
sade of all time. They will unloose those 
hidden reserves of energy and intelli- 
gence which will go far to meet our 
personnel emergency. In short, they 
will follow you—Mr. President, Mr. 
Vice-president, Mr. Personnel Officer. 


Vice-President, Bank of America, N. T. 
& S. A., San Francisco 
—FRANK F. RISSO 


No one is in a position to speak at this 
time with any assurance on the nature 
or extent of future personnel problems 
in banking. There are too many un- 
known factors, such as the duration of 
the war, future application of Selective 
Service policies, extent to which some 
forms of bank credit may be restricted 
either by government regulation or by 
diminishing demand due to continued 
lessening of production, distribution 


and sale of many forms of merchandise, 
and the relative ranking of banking as 
an essential business when and if it be- 
comes necessary to draft manpower for 
other than the armed forces. 


Risso 


More than 1,400 men from our bank 
are now in the armed forces. Our re- 
maining staff members and officers are 
being asked to do more than the usual 
amount of work each day and to work a 
few more hours each week. They are 
responding admirably. Many junior 
officers are running windows and per- 
forming clerical duties. Tellers are again 
posting books before and after banking 
hours. 

New employees are being taken on 
for replacement purposes as they are 
available, many on a temporary “for 
the duration” basis, and we find that 
many married women who were once 
employees of ours or who have had 
business experience elsewhere are inter- 
ested in obtaining such temporary em- 
ployment. Some of the new employees 
are given preliminary training in our 
own training schools, but most of them 
are being trained on the job. The purely 
temporary basis of employment is very 
desirable from the standpoint of avoid- 
ing dislocation when our employees 
now in the armed services return to us. 


Cashier, First National Bank, Quantico, 
Virginia—H. EWING WALL 


SMALL bank management is in immi- 
nent danger of being wiped out by drait 
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for military duty or war work. While 
bank employees as a class should not be 
deierred, I think that key officers and 
employees should be until they are 
replaced. 

in small banks, women can be used 
to advantage as replacements for male 


Wall 


employees who leave for military serv- 
ice or positions in war industry. Sources 
are: trained women who have left the 
bank for marriage or to work elsewhere; 
bookkeeping and office force of com- 
mercial houses and stores; high schoo! 
graduates; wives of service men; and 
young girls who have never worked be- 
fore. Floater bank employees who drift 
from bank to bank are not satisfactory. 


I. rRAINING, each new employee should 
be assigned to an old one for instruc- 
tion and supervision. Duties of the job, 
written in detail with the bank’s his- 
tory, traditions, background, funda- 
mental rules, policy and methods of 
handling certain types of work, should 
be typed and filed in a loose-leaf book. 
The book should remain with the job 
for use of another employee taking over 
that job. Articles in BANKING for junior 
employees and other American Bankers 
Association educational material and 
study courses are helpful in educating 
employees in banking, and frequent 
staff conferences where new employees 
are encouraged to enter discussions are 
also helpful. 

Management and employees should 
study handling of transactions, sys- 
tems, and methods in order to eliminate 
duplications. If shortage of manpower 
becomes acute, it may be necessary to 
shorten still further hours open to the 
public, restrict the use of accounts and 
services, and perhaps discontinue some 
services entirely. 


Vice-president and Comptroller, The First 
National Bank of Boston 
WILBUR F. LAWSON 


A census of Selective Service classi- 
fications and family dependencies of all 
male employees in the bank is necessary 
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to a well-ordered personnel program. 
With this, plans can intelligently be 
made for training substitutes in the 
vulnerable places. Morale will be im- 
proved if present employees are up- 
graded wherever possible and beginners 
are started at the bottom. 

Regardless of expense and temporary 
overstaff, a sizable percentage of prob- 
able needs should be hired immediately 
from recent graduates of high and sec- 
retarial schools. Former women em- 
ployees, now married, may also be 
available. 

In upgrading, best results will gen- 
erally be obtained by training people 
“on the job.” Beginners, whether ex- 
perienced or not in the operation of bus- 
iness machines, can usually be brought 
along faster if given concentrated at- 
tention under seasoned instructors in a 
training school, or its equivalent, in the 
bank. Generally three or four weeks of 
training suffices to teach correct finger- 
ing, neatness, satisfactory accuracy, 
reasonable speed and procedure. 


Lawson 


Although employment and training 
will avert an acute crisis, it is only one 
stage in an integrated program. The 
loss of many people can be offset by 
further refining operating procedures 
and by using for peak loads employees 
from departments where work is light. 

There are few, if any, jobs where a 
substitute, wisely chosen and trained 
now, cannot be groomed within a rea- 
sonable time. Requests for deferment 
for “necessary” employees, therefore, 
are not likely to meet the acid test and 
if sought at all, should be asked for only 
in very exceptional] cases. 


Cashier, The Peoples Savings Bank, 
Cedar Rapids, Iowa 
ERVIN F. STEPANEK 


Auruovcn banks are contributing 
greatly to the war effort, through their 
aid to financing war industry and in 
their sale of War Savings Bonds, they 
have been regarded as “non-essential’”’ 
and their employees, therefore, not en- 
titled to military deferment. It is true 
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that some draft boards have been very 
cooperative, but time for training has 
become limited, and increased volume 
of debits and credits has accentuated 
the situation. 

It seems essential in the light of the 


Stepanek 


present situation that banks inaugurate 
an extensive hiring and training pro- 
gram, rather than endeavor to operate 
with a skeleton staff. Any unforeseen 
reduction in such a force conceiv- 
ably could work havoc in an organ- 
ization, and one method of salvation 
is the training of a few people—prefer- 
ably girls—to assume essential positions 
when vacancies occur. In our bank 
and I suppose the same situation exists 
in other banks—there is a dearth of ap- 
prentices, comparatively new and un- 
trained clerks, available for future use 
as tellers or in other key positions. This 
problem might well find its solution in a 
simplification of procedure which would 
permit better use of untrained em- 
ployees. 

Continuously, careful consideration 
should be given to the matter of em- 
ployee morale and to what extent any 
action might tend to discourage em- 
ployees at a time when there might be a 
shortage of personnel. I am told that at 
the end of the last war only about 60 
per cent of the boys who entered the 
service were interested in returning to 
banking; that many of the girls who 
were hired as replacements got married 
when the boys returned; and that the 
shortage of personnel continued for a 
considerable period after the war. 


Vice-president, National Bank of De- 
troit—ALFRED T. WILSON 


For some months in our bank, we have 
endeavored to forecast our turnover ex- 
posure, at least six months in’advance. 
We take into consideration possible 
losses, through draft, enlistment, exits 
to other positions, marriages, and so 
forth. In this way we can gauge our re- 
placement requirements fairly accu- 
rately for months ahead. Then we draw 
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BUSINESS NEED NOT 
“FLY SLIND” 


Our services 
chart a safe 
course through 
problems in- 
volving income 
and estate tax- 
es, insurance. 


The AMERICAN 
APPRAISAL Company 


CONSULTANTS IN PROPERTY ECONOMICS 


Serving the 


Business that 
Builds Baltimore 


SINCE 1894 


MARYLAND 
TRUST COMPANY 
BALTIMORE 


Member of the Federal Reserve 
System and of the Federal Deposit 
Insurance Corporation 


on the raw material—new people— 
when the harvest is on, 
many as we can. By this I mean that at 


high school graduation time we load up 


on new employees—mostly girls. 

Not very long ago the ratio of men to 
women on our staff was two to one. 
Now it is getting to be just the reverse 

two women to one man. Frankly, I 
think this inverse ratio is going to be 


quite permanent. True, the employ- 


ment of married women during this | 
period is a great help, and many of | 


them will be leaving after the war. Nev- 


ertheless, with this better than two to | 


one inverse ratio, practically all of the 
routine clerical positions will be held by 
girls. We are promoting many girls to 
teller positions and also hiring many in- 
experienced girls with the proper basic 
qualifications from the outside and 
training them as tellers. This inroad of 
the gentler sex into the teller category is 
also going to be fairly permanent. In 
many cases their production is out- 
standing. For instance, June 15 was a 
great day for income tax payments. 
We have two women domestic exchange 
tellers who on that day issued over 900 
cashier’s checks between them. Not 
long ago we had two men and a girl as- 
sistant on this job. Without any re- 
flection, the former crew could not turn 
out anywhere near this activity. 
Someone may say that with the pre- 
ponderance of women in banks there 
will be no opportunity; that when the 


Wilson 


thousands of bank men return from the 
service there will be a struggle to find 
places for them. Let me say this: As 


these men return, some will reenter the | 
bank and some will not. With bank | 
management doing a broad, big job | 
during this war period, there will be | 


more than enough excellent places for 
these returning men. 


Personnel Officer, The Pennsylvania Com- 
pany, Philadelphia 
—EDWARD N. HAY 


Tae difficulty of obtaining suitable | 
clerical workers has led one bank to ex- | 


and | NOW IN PREPARATION 


take on as 


10th Edition 


DIGEST OF IMPORTANT 
CHANGES IN FEDERAL 
TAXES 


(TO BE BASED ON 1942 REVENUE ACT 


Trust Officers and Publicity Directors of leading 
banks are placing orders NOW for this informatie 
tax folder. 


Distributed by mail — over the counter — or with 
statements, it stimulates inquiries and frequently 
develops new business. 


Ten pages, convenient mailing and pocket siz 
Includes Bank imprint and back page descrip 
tion of Trust and other Department services (in 
quantity, unit cost 2 to 5 cents). 


Write now for 1941 samples and prepublication 
price list for 1942 edition. 


TAX PUBLICATIONS CO. 
53 State Street Boston, Mass. 


SAFER SMOKING 


and More Pleasure, too 


Here is a cigar 
with the bulk of 
the nicotine removed! 


science has proved 
that it is the nicotine in 
tobacco which has an injuri- 
ous effect upon the smoker. 
But science has also proved 
that the nicotine content of 
any tobacco determines 
merely its strength, not its 
quality, flavor or aroma. 

In DENICTORsS the nicotine 
content has been reduced to 
less than 1%, yet all the full- 
bodied, original flavor of the 
fine Havana tobacco is re- 
tained .. . all the fragrance, 
aroma and smoking satisfac- 
tion, p/us smoothness and 
mildness which you have 
never experienced in even the 
finest imported cigars. 


SPECIAL OFFER 


Mail us $1.35 for a trial box 
of 10 DeENIcToR Cigars, or 
$6.50 for a box of 50. Smoke 
as many as you like, and if 
you are not delighted with 
them you may return therest 
and your entire remittance 
will be refunded. 

Also DENICTOR Cigarettes— 
$1.10 for 4 packages (80 ciga- 
rettes) and DENICTOR Pipe 
Tobacco—$1.50 for 8-oz. tin. 
Send for them on the same 
liberal basis. 


GUARDIAN TOBACCO CO., Inc. 
Department B-1 
1170 Broadway, New York, N. Y. 


| 


| HELP for your DIRECTORS 


The bank director’s task is not an easy one, es- 
pecially in these critical days. You can help your 


| directors keep fully informed on the many phase- 


of banking by ordering BANKING mailed regularly 
to their home addresses. One to three subs. $5 
each; Four or more, $2.00 each. 


B A N K I N G 22 East 40th + 


New York, N. 
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plore the possibility of using handi- 
cayped persons. There is little that a 
blind person can do in bank work, but 
there are many places where those with 
other handicaps can be used. This in- 
cludes the deaf and those who have 
suffered the loss of one or both legs. 
While this is not an important source of 
workers, it is one worth considering. 


Hay 


Some of the larger banks have estab- 
lished training departments to which all 
new employees are assigned for periods 
of weeks or months of preliminary train- 
ing. Most banks cannot afford the 
luxury of training departments but 
must find some way of breaking in the 
new employees on the job. In several 
banks following the latter method, care 
is being taken to assign new employees 
first to departments headed by super- 
visors who have in the past shown the 
ability to develop good workers. 

Banks, like other businesses, now fre- 
quently face the problem of replacing 
valuable employees of considerable 
length of service. The problem often 


becomes one of picking the most prom- 
ising person from among several who 
know little or nothing about the job. 
Often the most successful candidate is 
the one who can learn the new duties 
most quickly and shows the best judg- 
ment in making new decisions. Some 
banks have solved this problem of 
selecting employees by “up-grading”’ 
with the use of intelligence tests, on the 
theory that of several employees who 
seem able and equally qualified, that 
one who has the highest intelligence is 
likely not only to develop most quickly, 
but to show the best grasp of the new 
job. 


Vice-President, Equitable Trust Com- 
pany, Wilmington, Delaware 
RICHARD L. COOCH 


Aswe from keymen, whose years of 
training and experience cannot be du- 
plicated, we should expect no occupa- 
tional deferment of bank men from 


Cooch 


military service. Banks employ young 
men who are healthy, honest, intelli- 


ENGLAND 


For more than one hundred years, this bank has 


been an outstanding New England institution. This 


long experience, plus up-to-the-minute knowledge 


of business and credit conditions, provides impor- 


tant advantages to correspondents in all parts of 


the country. We cordially invite your 


inquiry. 


The National 


Shawmut Bank 


40 Water Street, Boston 


Member Federal Deposit Insurance Corporation 
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gent, and loyal. Training and experience 
serve to increase their knowledge and 
develop their initiative. Our armed 
services need such men. It is the bank’s 
privilege to supply them, and at the 
same time to carry on essential banking 
operations efficiently and safely. 

The first step we should take toward 
maintaining our manpower is to check 
the status of each man of military age 
and plan how to fill his place, if he is 
called. This involves employing and 
training replacements before they are 


—in St. Louis 


(Reg. U. S. Pat. Off.) 


St. Louis is an increas- 
ingly important in- 
dustrial center.Usethe 


facilities of St. Louis’ 


largest bank for 
collection and transit 


items in this area. 


Total’ Resources Over 
325 Million. 


FIRST 
NATIONAL 
BANK 


IN ST. LOUIS 


Broadway Locust « Olive 


\ Member Federal Deposit 
\ Insurance Corporation 


Var 
| 
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needed—an expense that can be justi- 
fied even when we are economizing else- 
where. It is only fair to tell these people 
that their jobs may be temporary, since 
they are replacing men in service. Most 
desirable as replacements are people 
with more than one aptitude, who work 
well with others, under pressure. Tem- 
peramental types are to be avoided. By 
asking our own employees for sugges- 
tions, we may find some good personnel 
material, such as the sister or sweet- 
heart of a boy in service. In our own 
case young women are doing excellent 
work as messengers, tellers, and admin- 
istrative assistants. 


ights in 


About 135 years ago, the small percentage of 
policyholders among America’s 7 millions, 
transacted their business direct with the com- 
panies. Only a person of well-known standing 
in his community could obtain insurance, and 
communications between company and policy- 
holder were slow, time-wasting and generally 
unsatisfactory. The birth, growth and devel- 
opment of the American Agency System has 
changed insurance practices as much as life 
itself has changed in America since that time. 


The duties and responsibilities of today’s insur- 
ance agent are many and varied. Through his un- 
paralleled services, policyholders receive personal 
contact with a fellow citizen, not only equipped 


by knowledge-and experience to offer advice and 


Insurance History 


Training of new employees by prac- 
tice and instruction on the job is. made 
more effective by clearly written memos 
of procedure. Older employees should 
also be encouraged to learn a variety of 
jobs. American Institute of Banking 
courses help. Recognition and increased 
pay provide incentive. 

Since our aim is to conserve man- 
power, we should have the courage to 
streamline our services, telling our cus- 
tomers frankly our reasons for doing so. 
Specifically, this might mean sending 
statements less often or even discon- 
tinuing neighborhood branch offices, so 
that our trained personnel can be used 


guidance—but able to be on hand when a loss oc- 


curs. Likewise, through his services, capital stock 
fire insurance companies are able to spread the 
bene fus they are equipped to give the public to 


every city and hamlet throughout the land. 


National Union 


and Birmingham 


FIRE INSURANCE COMPANIES 
PENNSYLVANIA 


PITTSBURGH 


more effectively, by being concentrat«d, 
rather than dispersed. 

Finally, we can all work harder. We 
should think often of our men in sery- 
ice, reminding ourselves, as well as our 
employees, of the spirit with which th: se 
men are doing their job. 


Cashier, United States National Bank, 
Portland, Oregon—H. L. STILES 


The problem of obtaining suitable r 
placements for men called to the service 
from our organization is perhaps no 
greater than that of banks in other 
communities. Losses to date consist 
principally of young men who were 
serving as adding machine operators, 
bookkeepers, and junior clerks. Women, 
both single and married, have been em- 
ployed as substitutes, with preference 
given to those having former banking 
experience. 


Stiles 


At branches where staffs are small, 
the practice of training new employees 
“on the job” is being continued. At the 
head office, however, where a large 
force is needed, it has been found that 
preliminary training is essential to fill 
vacancies for competent machine op- 
erators. This is accomplished by em- 
ploying inexperienced young women at 
beginners’ salaries, on a tentative basis 
only, pending successful completion of 
an intensive two-weeks’ course in ma- 
chine operation conducted by a local 
school established for the purpose. Cost 
of tuition is borne by the student, with 
the understanding that a refund will be 
made by the bank at the time of ac- 
ceptance as a permanent employee. The 
program seemingly possesses merit, for 
not only does it provide an incentive to 
the student, but it also assures the em- 
ployer of greater usefulness in the pro- 
spective employee. Students failing to 
complete the course suffer no financial! 
loss, as salary received more than offsets 
tuition costs. 

Women advanced to tellers’ positions 
at branches have been graciously re- 
ceived by the public. They will be 
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utilized in a like capacity at larger 
offices as positions of tellers and senior 
clerks are vacated. Unsatisfactory cus- 
tomer reaction is not anticipated. 

No drastic change in systems or rou- 
tines is contemplated at the moment, 
although such action may be necessary 
at a later date. 

It is not the intention of our organ- 
ization to request deferment for any 
employee called for military duty. 


Assistant Vice-president, The Detroit 
Bank—WILLIAM K. MUIR 


Accountants, auditors, stenogra- 
phers, and typists study many months 
in business schools to gain the necessary 
skill and ability to perform efficiently in 
the business world; but bank tellers and 
machine operators, such as bookkeepers 
and distribution clerks, are not nor can 
they be taught along the same general 
lines. Years of actual experience have 
usually been thought necessary before 
one could be classified as a teller. Simi- 
larly, bookkeepers and distribution 
clerks have been taught their skills 
while at work over a long period of time. 


Muir 


War has brought about many changes. 
The draft, voluntary enlistments, and 
the requirements of direct defense work 
have multiplied the rate of personnel 
turnover. Young, inexperienced girls 
and some boys must now be quickly but 
thoroughly taught the techniques that 
formerly were acquired during a period of 
years by those whose places must be filled. 

To accomplish this short-time train- 
ing, schools must be established by the 
banks, staffed with experienced per- 
sonnel. Four to six weeks of hard work 
and study are sufficient to familiarize 
an individual with the duties and re- 
sponsibilities of a teller. With an addi- 
tional month of training on the job, full 
duties can be assumed. A similar sched- 
ule of shorter duration can be worked 
out for the two other classifications. 

The Detroit Bank completed the 
training of 42 tellers, 29 bookkeepers, 
and 34 distribution clerks in the first 
six months of 1942. In practically all 
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WANTED 


An Enterprise Adversely 
Affected by the War Effort 


Must have reasonable expectation for full recovery after 
the war. Prefer agricultural producer, processor of agri- 
cultural products, or related lines. In preliminary cor- 
respondence, it is unnecessary to disclose the name or 
exact location of such enterprise, but, to warrant consid- 
eration, information should be supplied as follows: 


Type of organization (corporation, partnership, etc.) 


State in which located 
Type of operation 


Average and most recent annual sales and profit or loss 
Approximate present-day value of capital assets 


Amount of working capital 


Total liabilities which must be assumed, by general 


classification 


Lowest cash selling price. 


All replies will be treated in strictest confidence by our 


client. Address: 


BOX 59G DOREMUS & COMPANY Advertising Agents 


208 South La Salle Street 


MANUFACTURER DESIRES 
TO PURCHASE NEW 
PRODUCT OR FIRM 

WITH GOOD PRODUCT 


One of our clients, a midwest manu- 
facturer, AAAI rating, desires to pur- 
chase patented inventions, ideas for 
products, or a firm with good products. 
Not interested in foundries, job or 
parts shops, etc. Must have good sales 


possibilities. Cash. Write — 


CARTER, JONES AND TAYLOR 


Advertising Agency 


ASSOCIATES BLDG. SOUTH BEND, IND. 


Koad THE MEMBER 
BANK MESSAGES IN THIS 
ISSUE OF BANKING 


. why not tell your bank’s 
story on these pages as these 


wise banks are doing? 


Chicago, Ill. 


REVISED EDITION READY FOR 
DELIVERY THIS MONTH 


BANKERS 
EncycLOPEDIA 


THE PURPLE BOOK 


Issued Semi-Annually 


If you haven't reserved a copy, 
do so at once 


R. L. POLK & CO. 


PUBLISHERS 
ESTABLISHED 1870 
* 
Polk Directory Building 
Detroit, Michigan 
* 
354 Fourth Avenue 
New York, New York 
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cases, the bookkeeper and distribution 
clerk trainees were young, inexperi- 
enced high school graduates. They were 
above average in their scholastic work 
and exhibited more than average inter- 
est in mathematics. The teller trainees 
_were older women (23-36 years) with 
some business or office experience. Of 
the 105 applicants employed for train- 
ing, 80 were successful in meeting the 
high standards established and today 
are doing a satisfactory, efficient job. 
Maintenance of properly trained 
bank personnel is going to depend 
largely upon the establishment of a 
practical, intensive training program. 


QoGRESs 


with 


In, 


— 
VALLEY 
NATIONAL 


1942* $59,362,976 
786% Increase 


1932 13,500 
1942* 75,000 
455% Increase 


1932 $3,172,000 


1942* $23,392,206 
637% Increase 


1932 87 Employees 


1942" 395 Employees 
354% Inérease 


1932 10 Offices 


1942" 19 Offices 
90 % Increase 


*June 20, Figures 


The Largest of Arizona’s Many Excellent Financial Institutions 


1932 $6,700,000 
6660666060000 


tDeposits: July 31— $61,866,115 


VALLEY NATIONAL BANK 


SAFFORD HAYDEN CLIFTON AJO PHOENIX TUCSON CASA GRANDE GLOBE KINGMAN 
MIAMI GLENDALE SUPERIOR wee PRESCOTT COOLIDGE MESA 
CHANOLER MORENC!I WILLCOX DOUGLAS 


Vice-president, The Seaboard Citizens 
National Bank, Norfolk, Virginia 
—ROBERT C. de ROSSET 


Prrsonner conditions with us in this 
intensely active defense area are prob- 
ably not typical, but during the past 
year we have had better than a 40 per 
cent turnover in employees, and from 
all of this we have learned: 

(1) That the problem of maintaining 
manpower under war conditions has 
definitely resolved itself into replacing 
men with women. 

(2) That radical changes in systems, 
methods, and machinery during the 


Each moneybag symbol represents $3,000,000 


Each mon symbol represents 2,000 customers 


Each coin symbol represents $1,000,000 


Each desk symbol represents 20 employees 


Each building symbol represents one bonking office 


MEMBER F.D.1.C. 


past 10 years have rendered unt:t for 
detailed operating work those firmer 
employees who have been out of con- 
tact with banking for any considerable 
period of time. 

(3) That inability to obtain ma- 
chinery and service in recent months, 
coupled with the constant turnover in 
personnel, has tended to “freeze” meth- 
ods of operations while it has been neces- 
sary to extend services to meet demands 
incident to the various war activities. 

(4) That young married women with 
recent bank experience whose husbands 
have gone into the service are proving 
a very satisfactory source of supply of 
employees. A number of these have 
moved to Norfolk from other cities 
direct from responsible bank positions 
in order to be near their husbands. 

(5) That our key employees have 
not been attracted by higher salaries in 
war industries or to jobs as civilian em- 
ployees of the Army or Navy, but our 
real personnel problem has been cre- 
ated more by this type of competition 
than by losses to the armed forces. 


de Rosset 


(6) That we have had to revise our 
ideas about the assimilation of new 
employees. Activity pressure leaves 
little time for anything but the job 
itself. 

(7) That in areas active with defense 
work the necessity for smooth-working 
banking facilities is being recognized 
and appreciated by the military and 
naval authorities as well as by the gen- 
eral public. From a personnel stand- 
point, it is important that local draft 
boards have begun to recognize this 
also. It has not yet been necessary to 
seek draft deferment on behalf of any 
employees. We should hesitate to do so 
except in an extreme case. 


President, Lincoln National Bank, New- 
ark, New Jersey—CARL K. WITHERS 


Wine it may be true that no two 
banks are confronted with the same 
problems of management and person- 
nel, some are common to all, and per- 
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haps from the following suggestions, there may be found one 
Here’s why you'll know 


here and there that may prove helpful: 


New Employees: Don’t attempt to attract employees from 


more about Finishing other institutions. Promote from within, and seek new help 


from graduating classes of high schools, etc. 
ee e Old Employees: Recall women employees since married 
the lywood you use in where home duties may permit their working again—even 
part time. Those on pension may also be glad to help. 
Hours: Stagger or lengthen the hours of employment for 
greater efficiency—even at the cost of overtime pay; curtail 
or spread vacation periods and insist on punctuality. 
Operations: When possible, combine operations and even 
departments where mechanics are related. Keep precious 
bookkeeping and accounting machines, typewriters, and 
other equipment working full time and in good repair. 
Economies: Curtail outgoing correspondence, telephone 
calls, and all unnecessary interoffice memoranda, reports, 
and statistics. Eliminate the duplication of records, except 
where required for permanence. Offer employees prizes—in 
War Stamps—for time, money, or labor-saving suggestions. 
Customer Relations: Seek by posted notice or letter the 
Ny forbearance of your customers during rush periods. 


post-war housing! 


Withers Edens 


TO HELP SPEED 
VICTORY 
the Douglas Fir 
Plywood Industry 
is devoting its en- 


te capacity to Second Vice-president, Continental Illinois National Bank 
war production. 


and Trust Company, Chicago—WILLIAM M. EDENS 
@ What finishes stand up best We know this pro- 
D las Fir Pl d? Thi gram has your I 
on Lougias Fit Piywoos 1 nis approval. T seems to me that the keyword in any discussion of the 
Weather-ometer is helping us wartime personnel problems of banks is adjustment. The old 
answer this question quickly questions of employment, turnover, compensation, and 
and scientifically since it can duplicate the effects of training, of course, will continue, but new answers will have 
a full year’s exposure to any natural climatic condi- © be found. There will be new personnel and shifted per- 
tion in just one month’s time or less. The results of sonnel and probably not enough of either. More women will 
ss be employed by banks, and the tendency will probably be to 
each test, each formula change, each new mixing or : . . : 
application technique are carefully recorded, because 
PP ‘ We must be sure that existing personnel policies are sound, 
from this material will come finishing data that will 


fair, thoroughly understood, and intelligently applied. 
some day benefit every user of Douglas Fir Plywood. Then, against these policies, we must test our wartime 
... And this is only part of our extensive research adjustments. 
program. We are doing everything possible today so It goes almost without saying that the men and women 
that tomorrow Douglas Fir Plywood—"the modern on whom we depend for supervision of personnel and opera- 
miracle in wood’—will _ tions should be the best we can find. Their responsibility will 
| be greater with less experienced employees. 


DOUGLAS FIR Nothing less than all-out help from everybody in our or- 


ganization will work if banks are to perform acceptably. 
PLYWOOD Even then, in adjusting our business to war conditions, we 
e the uses and characteristics of may be hard pressed to meet the standard that our customers 
Real hi hoh have a right to expect, so we shall be grateful for the toler- 
MADE LARGER L a eae —_ ance of the public while we carry on. 
ir P ood must be directe « 

Above all, we shall not forget those who are in the armed 
Plywood Assn., Tacoma, Wash. services. And whatever our part as banks, we shall be en- 

* STRONGER P 


eae | grossed in gearing our efforts to the one big job to be done. 
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EWING GALLOWAY 


Financing War Production 


(CONTINUED FROM PAGE 15) 


to maturity and in any event not later 
than the 60th day after maturity. 

4. In case the borrower’s contracts 
are canceled at convenience of Govern- 
ment the bank is further protected by 
the so-called step-ladder clause of Sec- 
tion 5, which, if not less than 25 per 
cent of the borrower’s war contracts are 
canceled, reduces the unguaranteed por- 
tion of the loan in the same proportion 
as the percentage of orders canceled 
bears to the total of unfilled orders. 
Thus, if a loan was initially 60 per cent 
guaranteed and half of the borrower’s 
war orders were canceled the bank’s 
guarantee would be raised to 80 per 
cent. If all the orders were canceled, as 
would probably happen on termination 
of the war, the guarantee would accord- 
ingly become 100 per cent. 

5. The borrower is likewise protected 
in event of cancellations at convenience 
of the Government of 25 per cent or 
more of his contracts, by being allowed 
a waiver of interest and extension of 
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maturity on related loans until he has 
settled with the Government on account 
of the cancellation. The percentage of 
his loan so extended is equal to the 
percentage of his war contracts can- 
celed. Thus, if he was borrowing $100,- 
000 and half of his orders were canceled, 
$50,000 would promptly be extended. 
The bank may choose to hold an ex- 
tended portion upon which the Govern- 
ment will pay interest or may tender it 
for repurchase under the guarantee. 
This important protection to the bor- 
rower is apart from the clauses on 
termination of contract which he may 
have in his contract if he is a prime con- 
tractor. It is apparent how very helpful 
it is to all prime and subcontractors to 
be able to postpone payment of bor- 
rowed funds until they have settled 
claims with the Government. 

6. The bank services and polices the 
loan. The borrowers’ contact is with the 
bank. 

A study of Bulletin 85 and the guar- 


antee agreement will develop many 
other important points. It should be 
clear, however, from the statements 
above, that Regulation V is good for 
the bank and good for the borrower, 
meanwhile performing its vital and pa- 
triotic function of speeding war produc- 
tion. It is a good guarantee and under 
it no contractor producing something 
which the services need will be left un- 
financed. It should do much in helping 
many small concerns weather the 
transition from civilian to war produc- 
tion. Last December only 10,000 of our 
184,000 industrial establishments were 
participating in defense production. 
Many, many thousands more have now 
changed over and the banker must be 
alert to bring a “V” loan to the aid of 
any contractor who has a war order. 
Regulation V has vanquished the 
bugaboo of losses for contractor and 
banker through cancellation of war con- 
tracts. It is a step as far-reaching as the 
Assignment of Claims Act. Its outstand- 
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ing benefits to the borrower might be 
summed up as: 


1. He deals with his bank of account just 
as he has always done in peacetime. 

. Protection against losses through can- 
cellation of contract by extension of 
related portion of his loan with waiver 
of interest. 


The bank should work out the terms 
with the borrower, decide what guaran- 
tee it needs and submit an application 
to the Federal Reserve bank of its dis- 
trict. The Reserve bank will promptly 
work out the details and final terms. 
The procedure is streamlined to the 
point where an answer can be obtained 
in a few hours if necessary. While in 
many cases assignment of the contract 
may be requested by the guarantor, this 
is a matter to be determined largely by 
the lending bank and the Federal Re- 
serve bank after taking into account the 
credit aspects of the case. 


Trrre is created a great opportunity 
for banks to do a tremendous job for 
our country, our manufacturers and for 
themselves as well, and I am sure they 
will eagerly and aggressively pursue 
every chance of service. It seems to me 
that bankers can contribute also by 
plugging away at their customers on two 
additional points: First, a contractor 
must work just as hard and as cleverly 
to get a war order as he did to land a 
civilian order. War contracts do not 
come on a silver platter. Second, urge 
each successful contractor to examine 
his contract and familiarize himself 
with the termination clauses therein. 

In conclusion, may I urge the hearty 
acceptance by every bank in America 
of a statement made recently by a com- 
mittee of the Reserve City Bankers 
Association concerning Regulation V: 
“The banks have a very real oppor- 
tunity to take a more substantial and 
constructive part in the financing of the 
war production program . . . consistent 
with sound banking principles.” 


Unfinished 
Business 


(CONTINUED FROM PAGE 6) 


fight them. Nor does it lessen our re- 
sponsibility for raising the money in a 
way that husbands the strength of the 
civilian economy instead of wasting it. 
For though wars may not be won by 
financial triumphs, they can be lost by 
financial blunders. 
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The successful financing of the war is, 
therefore, vital for victory. It is our 
job, and we must do it. It is our prob- 
lem, and it is up to us to solve it. 

As I told the Senate Finance Com- 
mittee in July, I am convinced that the 
American people are ready for sacri- 
fices greater than we imagine. I know 
also that American bankers as indi- 
viduals and as a group are ready to 
put forth any effort that may be needed. 
Our war effort is calling upon the skill 
and the resources and the leadership 
of the American banker as never before. 
It demands of him a leadership and a 
sacrifice above and beyond his own 


private interests. At the same time, 
its success is essential to his survival. 

In another crisis that brought anxious 
moments and dark days to us a quarter 
of a century ago, Woodrow Wilson 
said, “America is not anything if it 
consists of each of us. It is something 
only if it consists of all of us; and it can 
consist of all of us only as our spirits 
are banded together in a common enter- 
prise: the enterprise of liberty and 
justice and right.” These were the 
words of a great American at another 
time when the fibre of our nation was 
being tested. They are a watchword for 
every American today. 


1871 


OLDEST BANK IN SOUTHERN CALIFORNIA « 
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CONFIDENCE 


Our confidence in the stability of the nation and its obligations is 
best evidenced by our investment portfolio which contains only 
United States government securities. As of June 30, 1942, quick 
assets consisting of cash on hand and with Federal Reserve Bank; 
due from other banks; and government securities amounted to 
over 150% of our demand deposits and 92.4% of our total deposits. 


CONDENSED STATEMENT OF CONDITION JUNE 30, 1942 
ASSETS 


Cash on Hand and with Federal Reserve Bank... 
Due from Other Banks... 


United States Government Securities 
Other Bonds and Securities 
Miscellaneous City and County Warrants 
Stock in Federal Reserve Bank 

Loans and Discounts 

Bank Premises, Furniture and Fixtures 
Other Real Estate 


Customers’ Liability on Letters of Credit and 


Acceptances 


Customers’ Liability Under Loan Commitment 


Agreements 
Interest Accrued and Uncollected on Loans 
Interest Accrued and Uncollected on 
Investment Securities 


$45,619,472.31 
6,579,856.42 
99,639,038.49 $151,838,367.22 
24.00 

523.82 

225,000.00 
20,414,516.88 
275,009.27 

10.00 


130,377.87 


868,750.00 
27,361.70 


367,891.24 
$174,147,832.00 


LIABILITIES 


Letters of Credit and Acceptances 
Loan Commitment Agreements 
Interest Collected but Unearned 


Reserved for Dividends, Taxes and Insurance... 


Reserved for Interest 
Capital Paid In 
Surplus 

Undivided Profits 


100, 101,208.39 
53,364,642.56 
10,760,295.74 


$164,226,146.69 


148,320.86 
868,750.00 
24,969.88 
300,963.92 
8,680.65 


4,500,000.00 
1,070,000.00 8,570,000.00 


$174,147,832.00 


THE FARMERS AND MERCHANTS NATIONAL BANK 


OF LOS 

MEMBER 
FEDERAL DEPOSIT 
INSURANCE CORP. 


Fourth and Main Streets 
Los Angeles, California 


ANGELES 


MEMBER 
FEDERAL RESERVE 
SYSTEM 


We invite establishment of customer relationships. 


| 
3 
ny 
nts 
for 
er, 
1C- Deposits: 
in- 
be 
of 
he 
yn- 
he 
155 


Smaller War Plants 


(CONTINUED FROM PAGE 13) 
problem of survival under wartime con- 
ditions. 

Finally, after weeks of effort, this 
group was able to bring forth a pro- 
gram. The legislation recognized the two 
main problems: the question of mobili- 
zation of the small plants of the nation 
and the supplying of adequate financial 
facilities to meet any possible require- 
ments. A corporation was created, as a 
unit of the War Production Board, to 
bring the answer. 


The Smaller War Plants Corporation 
is authorized to obtain orders from the 
procurement agencies of the Govern- 
ment and distribute them among the 
unused manufacturing facilities. The 
SWPC may bid for contracts, and upon 
certification of the chairman of the War 
Production Board the procurement agen- 
cies must award these contracts to the 
SWPC. The SWPC may then distribute 
these orders where it believes they can 
be efficiently executed within the time 
and quality limits required by the serv- 


SW OF 
LOANS MEANS SO MUCH 


In these times... when installment loan volume 
is decreasing and unit cost per loan is increas- 
ing ... it pays to collateralize every Personal 
Loan with credit life insurance. 


This special plan of insuring installment loans 
provides essential security on single-name, en- 
dorsed and other types of accounts. It furnishes 
prime collateral when death removes the bor- 
rower’s ability to pay his obligation and makes 
possible a diversification in different types of 
Personal Loans with greater safety and profit. 
WRITE FOR THIS BROCHURE. Learn 


the value of credit life insurance 
in making Personal Loans. . 


Insurance 


it 


Company 


SPRINGFIELD, 
“Insurance on the Life of the Debtor in Javor of the Creditor’ 


ices. In determining the location of 
facilities which may be used, the SWPC 
has available to it the very thorough 
census of facilities which was built up 
during 1941 by the Defense Contract 
Service and the Division of Contract 
Distribution. 

Facility orders have been gathered 
and classified by engineers in OPM and 
WPB offices throughout the country, 
and master records now exist in field 
offices and in Washington which make 
it possible for the SWPC to direct the 
orders, which it is empowered to secure 
from the services, into those channels 
which are presently unused in the war 
effort. 

This mobilization of industry follows 
closely methods adopted by the Ger- 
mans during the past several years. In 
that country the smallest plants have 
been organized by engineers and travel- 
ing supervisors so that the entire pro- 
ductive capacity of the country is 
adapted to meet the unnatural de- 
mands of war and minimum civilian 
supply. In order to compete with and 
overcome this ruthless machinery of 
economic warfare, the SWPC is charged 
with the responsibility of performing 
a similar function in this country, but 
on a basis of voluntary cooperation 
and the democratic interchange of in- 
formation and management. 


The SWPC is also granted a capital 
of $150,000,000 to be used to finance 
the adaption and conversion of individ- 
ual concerns, and groups and “‘pools”’ of 
concerns, so that they may place them- 
selves in a position to participate in the 
common effort. Funds may be borrowed 
for the acquisition of equipment or the 
SWPC may lease equipment and facili- 
ties so that these concerns may be well- 
rounded and fully competent to perform 
the required duties. Provision is also 
made for the supplying of working cap- 
ital. The Bureau of Finance will con- 
tinue its advisory functions, so that 
advances made by the SWPC will con- 
sist not only of a single credit operation, 
but will supply financial advice and 
assistance during the life of the war con- 
tracts entered into by individual firms 
and groups of firms. In this way, bot- 
tlenecks of a financial nature may be 
eliminated and production speeded. 
The Smaller War Plants Corporation 
Act became law on June 11, 1942. Not 
long thereafter five directors were ap- 
pointed by Mr. Nelson. They are Lou 
E. Holland, chairman, Kansas City, 
Missouri; Albert M. Carter, Murphys- 
boro, Illinois; Samuel A. Smith, Boston; 
William S. Shipley, York, Pennsyl- 
vania; James T. Howington, Louisville. 
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be done in this direction. We read in the 
papers about the crowded condition in 
Washington, and we know that much 
of this is due to the bureaus that were 
created during the emergency of the de- 
pression as temporary expedients. Now 
that the emergency has passed and weare 
confronted by the crisis of war, it seems 
reasonable to ask that those past emer- 
gency creations be abolished and make 
way for the thousands in the armed 
forces who need their offices and homes. 

It seems unreasonable to continue to 
bear the burden of those now unneces- 
sary alphabetical agencies intended to 
bridge over the depression now happily 
behind us. 

But Government in Washington is not 
the only place where we are suffering. 
State, county and city governments also 
have gone beyond the bounds of pru- 
dence in their expenditures. The banker 
can influence the thinking in his county 
on the cost of government within his 
county, and if the people in his county, 
and the 3,006 other counties in the 
United States, become tax conscious 
and express themselves, not only will 
they improve local conditions, which in 
the aggregate would mean enormous 
savings, but that spirit of thrift in gov- 
ernment will make itself felt in the state 
capitols and finally in the halls of 
Congress. 


Winning the Peace 


ANOTHER wartime objective of the 
greatest importance is the winning of 
the peace. 

We will have gained little if we win 
the war and find ourselves in an eco- 
nomic struggle more cruel than the war 
of guns. I am convinced that the only 
way to avoid a collapse after the war 
is by restoring world trade so that the 
people of all the warring countries can 
find employment in peaceful pursuits. 

To accomplish that there must be a 
free flow of goods from one country to 
another unhampered by high tariff walls 
or other restrictive measures. This may 
be regarded by some as an idle dream, 
and I do not minimize the difficulties 


Bankers in the War 


(CONTINUED FROM PAGE 29) 


rationing, etc. There will naturally be 
differences of opinion as to how the best 
results can be obtained, but it is certain 
that if control is to be exercised com- 
pletely, it must include all the elements 
that enter into the price structure. 
There still exists in some quarters 
skepticism as to the need for a drastic 
program at this time and many of our 
people naturally chafe at restraints im- 
posed upon us all. And there are some 
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who fear that once the nation is fully 
regimented those now in charge of gov- 
ernment will attempt to make it per- 
manent. 

I for one have no fear that when this 
terrible conflict is ended and peace 
restored, we will again have an economic 
and political system that will give free 
expression to the genius of our people 
and lead us on to the great destiny that 
lies ahead of this nation. 
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THE FEDERAL INTERMEDIATE CREDIT BANKS 


SPRINGFIELD, MASS. 
BALTIMORE, MD. 
COLUMBIA, S. C. 


standing in the way of its achievement, 
but it can be reached, or at least 
approximated, if a strong enough effort 
is made. 

Also, bankers can be of help by ex- 
plaining the dangers of inflation and 
encouraging loyal support of the Gov- 
ernment’s program of price control, 


LOUISVILLE, KY. 
NEW ORLEANS, LA. 
ST. LOUIS, MO. 


ST. PAUL, MINN. 
OMAHA, NEB. 
WICHITA, KAN. 


HOUSTON, TEX. 
BERKELEY, CAL. 
SPOKANE, WASH. 


Information regarding the Consolidated Debentures, issued by these banks, 
may be obtained from 


CHARLES R. DUNN, Fiscai Agent 31 Nassau Street, New York, N. Y. 
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(CONTINUED FROM PAGE 32) 
that it is more important to retain 
trained and experienced bank techni- 
cians in their present jobs than to drive 
them into new positions in war indus- 
try. The banking system must retain a 
reasonable proportion of trained and 
experienced management if the system 
is to function effectively in serving the 
war effort and essential civilian needs. 

Chartered banking has not asked for 
any deferment of bank employees or 
bank officials from service in the armed 
forces and will not do so. But I am con- 
vinced that it would be an irreparable 
calamity to the war requirements if 
banking services should break down as 
a result of a governmental manpower 
program which will drive experienced 
banking technicians into other jobs. 

It is the task of every individual 
banker to tell the public and to tell 
government through his elected repre- 
sentatives just what chartered banking 
is doing in the nation at war. 


Aworner issue that confronts char- 
tered banking as well as the entire na- 
tional economy is the control of infla- 
tion. The ruin of the credit structure, as 
terrible as that may be, will be one of 
the least of the casualties of uncon- 
trolled inflation. It matters little what 
we may think of Mr. Henderson al- 
though personally I admire the forti- 
tude with which he is tackling an al- 
most impossible task. The fact is that 
he is commissioned to do a job that 


FOURTH AVENUE ¢ 


NASHVILLE, TENNESSEE 


When Your Customer 
Wants Action 


anywhere in the Central South, we will 
welcome the opportunity to show you why 
Third National has so long been the fast- 
est growing bank in Nashville. 


The Washington Outlook 


must be done. His efforts should be 
supported wholeheartedly. His diffi- 
culty is that the control of inflation 
represents a repeal of natural economic 
laws. This is a tough assignment and an 
extremely difficult one under demo- 
cratic processes. The job cannot be done 
half controlled and half uncontrolled 
and much less can it be done if inflation 
control covers less than one-fourth of 
the factors involved. The trouble is 
that too many people want inflation 
control or price control for the things 
they buy but no ceilings on the things 
they sell. Powerful political groups and 
selfish private groups are preventing 
an effective all-out anti-inflation war. 
There is no more important task of 
banking leadership today than to help 
wage this fight which is secondary in 
importance only to winning the war 
itself. People have talked a lot about 
losing democracy in this country but 
it’s a sure bet that if the American dol- 
lar becomes bankrupt through inflation, 
our democratic system of government 
will fold up at the same time. 


Tae new taxation program of the 
Federal Government probably consti- 
tutes the most far-reaching threat to 
corporate organization under private 
ownership of any measure before Con- 
gress. Although many changes may be 
made in the tax bill before it becomes 
law, the present House bill will, in 
effect, prevent further investments in 
common stocks of corporations. Under 


Member Federal Reserve 
System and Federal Deposit 
Insurance Corporation 


this proposal, the Federal Government 
takes 45 per cent of so-called normal 
income and 90 per cent of so-called 
excess profits. “Excess” profits is a 
misnomer because such profits are de- 
fined to be amounts in excess of 8, 7, 6, 
or 5 per cent on the invested capital of 
corporations, depending on size. Many 
states also impose a corporate income 
tax. The result is that for a corporation 
of fair size, located in a state having a 
5 per cent income tax, the net effect of 
this law will be to take practically all 
income above 6 per cent on invested 
capital and to take half of the “nor- 
mal” income of 6 per cent. There would 
be left to the owners of the business, 
therefore, only about 3 per cent on 
invested capital. Out of this 3 per cent 
return must come all needed additions 
to working capital, debt payments and 
dividends to stockholders, if any. 

This program will destroy a large 
part of outstanding equity value and 
will practically shut off future invest- 
ments of risk money. For expanding 
enterprises, such as public utilities, the 
results will be disastrous, in many cases. 
Under this tax program many corpora- 
tions will be unable to meet their 
obligations. Some loans which were 
sound and liquid when made by the 
banks will become practically frozen. 
New loans to corporations must be 
limited to self-liquidating working capi- 
tal purposes. In the case of banks them- 
selves, the net returns after taxes will, 
in many cases, make it impossible to 
increase surplus and reserves and at the 
same time pay any dividends to stock- 
holders. As is well known, sound bank- 
ing requires the accumulation of sub- 
stantial bank earnings as_ reserves 
against inevitable losses. The mainte- 
nance of a sound capital structure of 
the banking system is of such vital con- 
cern to the public welfare that it is a 
matter of public concern and of special 
interest to the banking supervisory 
agencies, particularly the FDIC, that 
the tax program should not weaken the 
capital structure of banks. 

Vast sums of money must be raised 
through taxation and every segment of 
the economy must share the load. But 
we must not destroy the capacity of 
that economy to function. Equity capi- 
tal will starve under the proposed tax 
program and equity capital is the seed 
that produces business enterprise. Let 
us hope that government leadership 
will recognize this fact before the final 
tax bill is written. 

The results of any one of these three 
issues will have an important bearing on 
chartered banking’s future. It is a time 
for sober thinking, courageous action. 
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A War Measure... 
And a Friendly Greeting! 


In order not to tax America’s transportation 
facilities, now vital to the movement of troops 
and material, the 1942 Convention of the ABA 


has been cancelled. 


So this month we must forego the annual privi- 
lege of personally greeting our many banking 
friends. For similar reasons, as a part of our 
contribution to the War Effort, we expect to 
curtail the traveling activities of our representa- 


tives for the duration. 


Therefore, in lieu of our usual personal visits 
with our correspondents and other friends, we 
send you most cordial greetings. We look 
forward to many a future pleasant meeting 


after Victory. 


MERCANTILE-COMMERCE 


Bank and Trust Company 
SAINT LOUIS 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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CONVENTION HALL 


Uncle Sam is billeted in the old convention hall as shown in 
this recent scene of Hotel Stevens, Chicago—our last meeting 
place. But it would indeed be an unconventional convention 
not to take you down the corridors, talk over association mat- 
ters, chronicle the A.B.A. year, and have you say hello again 


lo familiar friends. . . . 
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BETWEEN CONVENTION SESSIONS 


THE NATIONAL CONFERENCE On 


3 WARTIME 


A general session scene at the 1941 American Bankers Association 


4 
ABA CONVENTION IN BANKING 


~ 
By contrast, the entrance to the 1942 conven- 
tion—the front cover of this issue of Bankive 


convention at the Stevens Hotel, Chicago : 4 > FINANCE 


Geared to War 


T the American Bankers Association 1941 conven- 
tion in Chicago, when Henry W. Koeneke, presi- 

dent, The Security Bank of Ponca City, Oklahoma, was 
elected president, defense financing and hemisphere soli- 
darity were the central themes. At the Spring Meeting of the 

Early in the Association year, President Koeneke enun- , . 
ciated the broad outlines of his program in a booklet en- Executive Council 
titled, ‘‘I Am a Country Banker,” in which he sought to 
mobilize completely the structure of organized banking for 
participation in financing the Government’s program of 
“all-out” defense. 

Entry of the United States into the war brought funda- 
mental changes to the banking outlook and consequently to 
the activity program of the American Bankers Association. 
From Pearl Harbor Sunday the Assoctation’s plan of ac- 
tion was completely geared to the business of winning the 
war. After listening to President Roosevelt's war message 
to Congress, President Koeneke sent him this telegram: 

“|. . On behalf of the American Bankers Association 
I pledge to you and to the people of the United States the 
complete support of the nation’s banks.” 

An example of the support the banks are giving to financ- 
ing war production is revealed by A.B.A. surveys covering 
the volume of this type of loan by more than 400 of the na- 
tion’s largest banks. On June 30, 1942, 423 banks in 162 GRANT WRIGHT 
cities reported war loans and commitments outstanding Executive Manager Stonier, President Koeneke, Vice- 
totaling $4,179 million, representing an increase of $2,878 president Hemingway, seated; Secretary Hill and 


million over June 30, 1941—a precentage gain of 221. Vice-president Wiggins, standing, when action was 
taken paving the way for the convention’s cancellation 
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Bank Credit Clinics 


HARRIS & EWING 


The speakers’ dais at a New York clinic general session. Left 
to right, Messrs. Bailey, Hemingway, Stonier and Koeneke 


Bankers from the Middle West attending a general session 
of the Bank Credit Clinic at the Stevens Hotel in Chicago 


Clinics Linked to Wartime Needs 


o enable the banks to discuss their many wartime prob- 
lems informally and to get first-hand suggestions from 
others in their field, President Koeneke initiated a program 
of banking clinics. These meetings, held in various parts of 
the country, were two- to three-day sessions devoted to study 
and discussion of the more important services banks render 
to the public. 
Many clinics were held throughout the year, including 


four real estate mortgage clinics designed to explore hous- 


ing, rent control and real estate mortgage business in banks 
under war conditions. These were held in Philadel phia, 
October 30-31; Seattle, February 19-20; San Francisco, 
February 26-27; and New York City, March 26-27. The 
meetings were jointly arranged by the Savings and Re- 
search Mortgage and Real Estate Finance divisions. A 
feature of the New Y ork clinic was the sixth annual school 
savings forum. 


Two bank credit clinics were scheduled, one in New Y ork 
City, March 46, and the other in Chicago, April 15-17. 
The Consumer Credit and Agricultural Credit departments 
cooperated in planning and supervising these clinics. 

Further moves to shorten and streamline A.B.A . meetings 
were made when the A.I.B. Executive Council, at its mid- 
winter meeting, took action to convert its scheduled New 
Orleans convention into a national educational and busi- 
ness conference. Also the A.B.A. Executive Committee 
voted, at its Spring Meeting in French Lick, Indiana, to 
convert its 1942 convention in Detroit into a National 
Conference on Wartime Finance. Both bodies cut their 
scheduled meeting time by a day and a half and eliminated 
all entertainment features. 

Subsequently, in accordance with the request of the Co- 
ordinator of Defense Trans portation, the A.B.A.’s Detroit 
conference was canceled. 


Real Estate Mortgage Clinics 


WEIMAN 


Savings President Frazier and Messrs. Ludemann, West, Fisher, 
Hoan and Sienkiewicz at the New York Real Estate Clinic 


E. J. Callister, of Los Angeles, speaking from the floor at 
a session of the San Francisco Real Estate Mortgage Clinic 
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Surveys and Studies 
Trust Conferences of Banking Trends 


MONG the important functions performed by he 
Association are original studies and surveys on 
trends in banking and economics, Included in those com- 
pleted within the year were: Quarterly surveys of the volu re 
of war production loans; a three-year study of methods of 
computing savings interest rates; shrinkage of consumer 
credit; national bank earnings; impact of war on bankin:; 
cost of living bonuses to bank employees; saving oper. 
tions costs for mutual savings and commercial bank:;; 
charges for redemption of War Savings Bonds; annual i::- 
come of trusts administered by trust institutions; wartire 
personnel situation; resources, investments and deposi!s 
of state banks; earnings and expenses of state banks; and 
earnings and expenses of all insured commercial banks. 
Many of the surveys are made available to the member- 
OE GS ship through publication in booklet form; practically all of 
Trust luncheon in New York Messrs. Beck, Newell, Dono- them are reviewed in BANKING. 
van, White, Stonier, Hanes, Delano, Stockton and Campbell Hes of the important A.B.A. publica- 
tions of this type since the Chicago convention: “‘ Special 
Bulletin No. 85” covering War Production Loans under 
Regulation V, ‘‘ Treasury War Borrowing and the Banks,” 
“How Banks Can Assist in the Food-for-Freedom Pro- 
gram,” “Earnings and Expenses of all Insured Com- 
mercial. Banks,” “Condition and Operation of Stale 
Banks in 1941,” “Your Bank and Its Services,” “ How 
Trust Institutions Exercise Discretionary Powers” (the 
fifth in a series of studies on trust research), “ Preserving 
Your Bank’s Leadership in the Savings Field,” “ An In- 
troduction to Field Warehousing,” and “ Accounts Re 
ceivable Financing.” 

Aside from the use made of the A.B.A. studies and sur- 
veys by bankers, bank directors, and A.I.B. chapters and 
study groups, many are in demand by government agencies, 
insurance and finance companies, colleges and universi- 
ties—professors of banking, departments of home eco- 
nomics, schools of agriculture, libraries, etc.—financial 

eee libraries, American Economic Association members, and 
Michigan bankers fourth study conference Messrs. DeLano, 
Totten, Stephenson. Brundave. Stubblefield) and Reichert foreign consulates and embassies. 

The demand for “Treasury War Financing and the 
Banks,” prepared by the Economic Policy Commission, 
of which 22,000 copies have been distributed, is typical. 


Customer Relutions « Personnel 


Insurance and Protection 


Staff of the First Trust and Deposit Company, Syracuse, New 

York, listening to talk by Customer Relations Director Powers 
New York Financial Advertisers listening to Deputy Man- 
ager Baum in panel on “Public Relations Aspects of Air Raids” 
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PROGRAM 


\ banker-farmer shirt-sleeve credit meeting at Wahoo, Nebras- 
ka—Messrs. Russell, Hohl, Houfek, Newsham, and Schmidt 


BAVAI LETTER 
THE TRUST 


Protective Bulletia 


Freezing Foreign Funds 


IMPACT OF THE WAR 
ON HOUSING 


Treasury representatives and A.B.A. Deputy Manager French, 
extreme right. at Denver meeting on control of foreign funds 
Representative group of the publications compiled by vari- 
ous Association divisions during the year for use by members 


JULY 1942 
Publications 


CTJHE services of the American Bankers Association 
by pot banks were augmented through a variety of 
publications coming within different categories. 

These include: the second volume of “ Paton’s Digest of 
Legal Optnions,” now leaving the press—a compilation of 
legal opinions, laws and court rulings affecting banks, and 
“An Introduction to the Study of Banking,” being pre- 
pared by the American Institute of Banking for chapter 
use this Fall to meet the increasing need for large-scale 
personnel training. 

Also in this general classification may be found: The 
Bulletin of the American Institute of Banking, issued 
quarterly, and various other A.I.B. publications for use of 
chapter officers, faculty members, and students; The Trust 
Bulletin, Protective Bulletin, BANKING’s News Letter; 
and BANKING—each of which is issued monthly, and the 
Washington Bulletin on Federal legislation. The Bank’s 
Directors and The Impact of the War on Housing, two 
series of articles reprinted from BANKING, and Helping 


Your Bank Sell U. S. War Savings Bonds (produced co- “On the road ahead there lies 
operatively with the Treasury Department) may also be hard work...” 


mentioned. —President Roosevelt 

During the year 850 news releases covering A.B.A. 
activities, including speech digests, were issued to the press; 
15 radio and platform talks on the sale of War Bonds were 
made available to bankers; 284 newspaper advertisements 
in mat form, 52 posters, and about 15 folders and blotters 
for direct mail were designed for bank use. 


PUBLISHED IN TWO SECTIONS—SECTION 2 


Bankine’s July second section tells the story of the “mag- 
nificent” job the banks are doing in the all-out war effort 


FPG 
T War Damage 
BULLETIN 


Membership Clinic 


Membership clinic in Little Rock, Arkansas, attended by 
State Vice-president Pyeatt and Assistant Secretary Dunkerley 


Trust Education 


Committee on Trust Education working on revision of A.1.B. 
trust textbooks. Chairman, J. W. Allison, center, presiding 


A.1.B. Chapter Meeting 


New York Bankers Association Secretary Marshall and A.I.B. 
Educational Director Irwin at Schenectady Chapter dinner 


A.B.A. Membership 


membership was increased during the 
year by 607 members as of August 1, nine stat: 

having achieved 100 per cent. This represents a substanti.: 
gain over the previous year’s enrolment of new members. 
Total A.B.A. membership on August I was 14.436. 


Conferences on Every Phase 


of Banking 


XTENSION of aid to the Government and serving the 
best interests of beneficiaries under war conditions 
were the central themes of two regional conferences arranged 
by the Trust Division. The first of these was held in Si. 
Louis, November 6-7, and the second in New York City, 
February 3-5. 

More than 400 smaller group meetings, sponsored by 
state associations, American Institute of Banking chap- 
ters, other finance and banking groups, civic clubs, etc., 
most of which had a wartime aspect, were attended by 
A.B.A. executives in various sections of the country. 

These meetings covered such subjects as trust research, 
customer and personnel relations, insurance and protec- 
tion, food-for-freedom, consumer credit, Federal and state 
legislation, sale of War Savings Bonds, real estate mortgage 
finance, educational opportunities offered by the A.I.B., 
savings problems, A.B.A. membership, wages and hours, 
and many important addresses throughout the country by 
the economist of the Association—Dr. Paul E. Cadman. 

In addition, staff members cooperated with government 
agencies in innumerable conferences on taxation, and other 
legislation affecting banking, sale of War Bonds, freezing 
and control of foreign funds, priorities, war production 
loans, consumer credit, war damage insurance, wartime 
housing, and other financial matters. 

This, of course, does not take into account a number of 
informal meetings of various A.B.A. committees. 


Food-for-Freedom Luncheon 


DELUXE 


Vice-president Hemingway, Deputy Manager Brown and 
Arkansas Bankers Agriculture Chairman Hunt in Hot Springs 
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Education in Banking 


At the Graduate School 


CT IFTY-TWO years ago the American Bankers Associa- 
¥. tion appointed a committee to encourage bankers and 
business men to help higher educational institutions to es- 
tablish schools of commerce and finance. At that time there 
was im existence only one school of this character—the 
Wharton School of Finance of the University of Pennsyl- 
vania. The committee sent a representative abroad to study 
what was being done in European countries, and its report 
revealed that the United States was far behind many Euro- 
pean countries in offering advanced education in banking 
and business. 
In carrying out its work, the committee of the Associa- 
tion was helpful in the organization throughout the country 
of a number of schools similar to the Wharton School. Pro- 
fessor Edmund J. James of the Wharton School of Finance, 
who later became president of the University of Illinois, 
in writing of this development, said. “The American rags O. How ard W olfe's class in Commercial Banking at 
Bonbers Association has ied the way in one of the mest ies the 1942 resident session of the Graduate School at Rutgers 
portant educational departures of this century. . . .” 
About 1898 or 1900, at a time when the universities 
were feeling that the education of adults was a hopeless 
task, a few ambitious bank clerks in various cities organ- 
ized themselves into classes to study banking. 
At its annual convention in Richmond in 1900, the 
A.B.A, set aside a sum of money to help organize these 
educational classes into a national program. This was the 
beginning of the American Institute of Banking, and, later, 
The Graduate School of Banking. 
The A.I.B.’s membership this year is 66,868 and class 
enrolment, 40,832. Certificate awards: Standard, 844; Pre- 
standard, 1,493; and Graduate, 166. Total certificates out- 
standing: Standard, 29,300; Pre-standard, 39,529; and 
Graduate, 586. 
Attendance at the eighth resident session of the Graduate 
School last June was 572, with 174 graduating, bringing 
the G.S.B. alumni body to 1,005. 
The Foundation for Education in Economics was cre- 
ated in 1925 to commemorate the A.B.A.’s 50th anniver- ‘ 
sary. Deserving senior and graduate students benefit from FPG 
the scholarship awards made by the Foundation for study G.S.B. men at ease between classes, discussing mutual 
in economics. This year 41 new student grants were made, problems and getting individual advice from instructors 
bringing the total to 773. 


The A.I.B. Convention in New Orleans 


National officers of the American Institute of Banking Delegates from every section of the country attended this 
at the New Orleans educational and business conference meeting. Here they are in the line-up in the hotel lobby 


Federal Legislation 


GRANT WRIGHT 
Major Keesling, of the Selective Service, with Fed- 
eral Legislation Chairman Wiggins and General 
Counsel Needham, standing 


Paton’s Digest 


ONTENTS of Volume II of Paton’s Digest of Legal 
Opinions include: collections; corporate stock; crimes; 


deeds, deposits, drafts; forged paper; government securities; 


guaranty and suretyship; holders in due course; indorser; 
insurance; interest; legal proceedings; legal tender; letters 
of credit; libel; and liens. 


Volume LL] of Paton’s Digest of Legal Opinions 
is now available Volume IIL will be com- 


pleted in about a year 


State Legislation 
Review 


be pee bankers of America have been quick to gear t a 


thoughts and actions to the demands of a ful! way 

economy. Evidence of the truth of this statement can be hag 
by looking at the recent activities of the American Bak 
Association Commitiee on State Legislation. a 

The big job facing bankers has been to finance the w4 
effort. There are many phases of this. problem but th: 
most prominent are to finance the Government’s expe 
tures and to finance industry in the production of the ‘ool 
of war. On both of these bankers have been of inestimabh 
assistance and the Committee on State Legislation has 
been active planning the means by which such assisia 
can be given. a 

They have offered the legislative solutions for the prob 
lems having to do with authority under state laws to act 
issuing agents for the sale of War Savings Bonds; th 
transacting of business on bank holidays; authority 
adjust bank reserves to the needs of the time; new lendin 
devices. 


Preview 


HIS, of course, is merely a beginning. There can be neq 

flagging of activity until this war is won. In its plans® 
for the immediate future, the first item on the Committee's 4 
agenda is to prepare and send to all state committees @ 
summary of wartime legislation of interest to banks, enacted ~ 
by state legislatures meeting in 1942. This, it is expected, 
will have the value of suggesting to other states legislation™ 
which may be helpful in meeting similar situations. 

Moreover, the members of the Committee will continue 
their efforts to provide new lending facilities for industry. 
To this end they will urge state associations to press for the 
enactment of the Uniform Trust Receipts Act. Where leg- 
islation is needed for the protection of loans secured by the 
assignment of accounts receivable, they will ask that such 
protection be sought. 

Having in mind that the expenses of banks are on an 
interminable upward climb, the Committee will seek to 
have eliminated from the statutes unnecessary and expen- 7 
sive requirements. An illustration is the suggestion that the 
number of required examinations might be limited to one a 
year. Another proposal which would obviate to a large de- 
gree the necessity for banks to increase their personnel so as 
to be able to handle peak loads is that of delayed posting. 
It may be necessary to amend existing statutes to permit 
this and if the Committee finds this to be so it will draft such © 
a recommendation. 

The endeavors of the public and its officials to stem infla- 
tion will be assisted by the efforts of the committee to provide | 
the means to keep bank reserves within control. They will 7 
suggest that state legislatures be asked to give state bank 
supervisory authorities the power to make necessary ad- 
justments in bank reserves. 

These are the recommendations of the A.B.A. commiittee 
to the state association committees. The state commitieemen ~ 
are on the firing line and any results achieved are due to 
their efforts. ; 
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Cost of Living Control — Continued 


CapMAN: There is a substantial movement to reduce 
the personal exemptions so as to bring into the tax 
bracket a large number of people who have never paid 
a personal income tax before. 


. the well-to-do and 


the great mass .. .” 


Atkins: The point is that there is an entirely differ- 
ent position between the person who is in the $5,000 
category and the man who has had his income tripled, 
if you will. It isn’t my increased spending that is going 
to bring inflation, it is my decreased spending that is 
going to help avoid it. The well-to-do are going to spend 
less. Mass purchasing power will hardly be touched. 


. . postwarhope .. .” 


Jones: Perhaps after the war, we can get back up 
into the middle class. 

CapMAN: Inflation for you and me means a rise in the 
cost of living. It is a situation in which there are two 
factors: a very great increase in the amount of money 
available to be spent in the country; and a substantial 
reduction in the supply of goods to be bought. The gov- 
ernment is trying to deal with the goods side of the 
inflationary picture by regulating prices, by fixing ceil- 
ings which are upper limits and still leave some flex- 
ibility, and by subsidizing producers where those 
ceilings do not cover the cost of production. We have 
seen the difficulties of policing such a system. We know 
how hard it is to prevent bootleggers and “black mar- 
ket” operators from breaking the price structures. 


September 1942 


The other attempt to check inflation is to control the 
volume of excess purchasing power. In other words, to 
take away from the buying public the money which 
they cannot or should not spend at this time for goods. 
This is being done by taxation and by stimulating sav- 
ings to a very great extent. The difficulties on both sides 
are great. The forces of supply and demand, the actions 
of individuals, their desires, and their impulses, are all 
far greater than the forces of regulation and control. 
On the money side we have not yet had the courage to 
tax as we should. We have not yet stimulated the saving 
that is necessary. 

There is a growing belief that if Congress plays fast 
and loose politically with the tax program, inflation 
itself will actually lay the tax levy and we will all feel 
it. Unfortunately it will rest most heavily upon those 
who are least able to support it. 


Waes the Government taxes you and me it does not 
create any new money. It takes something already ex- 
isting. When it borrows out of our current income, it 
does not create any new money; it takes something that 
we already have. But when it borrows from the bank, 
it does something entirely different. When the bank 
buys a government bond it does not pay with money. 
It opens a deposit in favor of the Government, and the 
Government spends that deposit to pay its soldiers, its 
sailors, and its contractors. The bank creates new 
money, and that new money is called deposit money. 
Deposit money is the real inflationary threat. 

It is the same kind of threat as printing money. It 
does not operate in the same way because borrowing 
money is a safer device than printing money, but it is 
the same kind of threat. The interests of the country are 
going to be furthered and protected if we have as little 
of that bank borrowing as possible—and the way to 
have as little of it as possible is to tax courageously and 
to save heroically. 

Don’t forget that Congress usually does what it 
thinks the American people want done. Our willingness 
to do and to sacrifice are the long-run controlling factors 
in politics. The inflationary threat is real; it touches the 
personal interests of every citizen. It calls for cou- 
rageous taxation, for heroic lending and for the all-out 
acceptance of controls. And it calls for all this now. 
Anything less means disaster. 


. . « the inflationary threat is real . . .” 


.” 
| 
169 


A Group of Association Leaders 


Imerican Bankers Association officers and department chairmen and president 


is 


not appearing ets there tn this issue are shown on these pages, 


WALTERS 


Above, across the page Below, across the page 
W. C. Bowman, president, National 
Bank Division, and president, First 
National Bank, Montgomery, Alabama 


Robert M. Hanes, chairman, Ad- 

visory Committee on Special Activ- 

ities, and president, Wachovia Bank 

& Trust Company, Winston-Salem, 
North Carolina 


Stuart C. Frazier, president, Savings + 


Division, and executive vice-presi- 
dent, Washington Mutual Savings 
Bank, Seattle 


George W. Heiser, chairman, Mem- 
bership Committee, and vice-presi- 
dent, Manufacturers Trust Company, 


New York City 


William B. Gladney, chairman, In- 


surance and Protective Committee, 

and executive vice-president, Fidelity 

Bank and Trust Company, Baton 
Rouge, Louisiana 


Fred IT. Kent, chairman, Commerce 

and Marine Commission, and director, 

Bankers Trust Company, New York 
City 


BACHRACH 


William F. Augustine, A.B.A. treasurer 
and vice-president, National Shawmut 
Bank, Boston, Massachusetts 


CHIDNOFF 
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HARRIS Ewing 


Above, across the page 


Francis Marion Law, chairman, Foun- 
dation Committee, and 
president, First National Bank, Hous- 


ton, Texas 


Trustees” 


Charles H. Mylander, chairman, Sub- 

committee on Taxation, and vice-presi- 

dent, National Bank, 
Columbus, Ohio 


Huntington 


James Hl. Penick, president, State 
Bank Division, and president, W. B. 
Worthen Little Rock, 


Company, 
Arkansas 


BLANK & STOLLER 
Otis A. Thompson, chairman, Agricultural 
Commission, and president, National Bank 
& Trust Company, Norwich, New York 


BLANK & STOLLER 


Below, across the page 


Frank M. Totton, chairman, Com- 
Public Education, and 
second vice-president, The Chase 


National Bank, New York 


mittee on 


Lewis E. Pierson, chairman, Board of 
Regents, The Graduate School of 


Banking, New York City 


J. Harvie Wilkinson, Jr., chairman, 

National Defense Loans Committee, 

and vice-president, State-Planters 
Bank and Trust Co., Richmond 
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THE ORIGIN OF 


THE AMERICAN 


BANKERS ASSOCIATION 


Deputy Manager and Secretary of the Membership 
Committee, American Bankers Association 


—W. ESPEY ALBIG 


Edward Cruft Breck, cashier of the Exchange Bank 

at 217 North Third Street, left his office to join his 
friend, James T. Howenstein, cashier of the Valley 
National Bank at 320 North Third Street. Besides be- 
ing neighbors in business, they were associated on clear- 
inghouse committees. 

Frequently they walked part of the way home to- 
gether. This evening as they passed the Mercantile 
Library Hall, a sign calling attention to a ‘‘Woman’s 
Suffrage Mass Meeting” cried down at them. The meet- 
ing, a large one. was being held to further an amend- 
ment to the Constitution of the United States, granting 
suffrage to women. 

Ed,’’ said Howenstein,“ if the women can get together, 
talk over their sorrows and troubles and then get recog- 
nition, why can’t bankers get together and through or- 
ganization and cooperation accomplish what we desire 
right now—overcoming the panic and the resumption of 
specie payment?” 


l St. Louis on an evening early in January 1875, 


Succestion for a national organization of bankers had 
followed a meeting of national bank officers in New York 
in 1865. National trade associations, now numbering 
more than 2,300, were then almost unknown. Only 14 
were organized before 1875, and only three prior to the 
war between the states. 

The need for a bankers’ organization on a national 
scale was strongly evident. The national banking sys- 
tem was getting soundly established. The issue of cur- 
rency by state banks had been taxed out of existence. 
Greenbacks were in competition with national bank 
currency. Usury laws were unpopular with bankers. 
Free banking was a common slogan. Taxation was se- 
vere. Resumption of specie payments loomed, to be- 
come effective January 1, 1879. Black Friday was still 
within memory. In 1874 in the United States 50 banks, 
with capital of more than three and a half million dol- 
lars and deposits of almost $15,000,000 had failed, 
which was 49 per cent more than in the panic year of 
1873. 

The words of Breck’s reply to Howenstein’s inquiry 
are lost to history, but he agreed that a vigorous effort 
at organization should be made. With Howenstein, the 
organizer and manager, to think was to act. He was still 
a young man. He had brought into being the St. Louis 
Clearing House Association in 1868 and served as its 
manager until 1871, when he organized the Valley Na- 
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Charles B. Hall of Massachusetts—the first president of the 
American Bankers Association 


tional Bank and became its cashier. Once during his 
term as manager he tendered his resignation because 
of criticism of his forthright acts, but the resignation 
was tabled. 


Brecx’s institution, the Exchange Bank, was about 
18 years old, having been organized in the dark days of 
1857 with a capital of $500,000. It was one of the few 
banks which did not reorganize under the National 
Banking Act. The Exchange Bank and its New York 
correspondent, the Chemical Bank, stood almost alone 
in never having suspended specie payment in their cir- 
culation. 

To further their idea for a national association of 
banks, Breck and Howenpstein actively corresponded 
with bankers all over the country. At first the thought 
was to have an association of bank cashiers. Suggestions 
were invited. The promoters expressed the belief that 
bankers could benefit “by meeting together, making 
each other’s acquaintance, and talking over matters of 
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The Bankers’ Pavilion at the Centennial Exhibition in Philadelphia 


concern to all bank officers, to make their official duties 
more easy in the future, and to leave a ‘green spot’ in 
the pathway of the past that it will be a pleasure to look 
upon.” There was no intention of “dictating reforms, 
or of changing any laws, or of making innovations on 
existing rules for the government of banks or their 
business.” 

The Commercial and Financial Chronicle urged that 
the “‘meeting should not be confined to bank cashiers 
or to any single order of bank officers, but should in- 
clude bank presidents, bank directors and perhaps the 
legal officers of banks also.” 


Die: invitations to a “national convention of bank 
cashiers and bankers” to be held at Saratoga, New 
York, “on the 29th day of July next” went out in April 
1875, signed by the cashiers of 41 banks and by two 
banking companies in 29 cities. They were addressed to 
all the banks in the country, comprising 3,330 national, 
state, and private banks, with capital totaling almost 
$600,000,000; surplus and undivided profits, $255,000,- 
00; and deposits, slightly more than $2,000,000,000: 


April 1875 
lo the Bank Officers and Bankers of the United States: 


Dear Sir: 

You are respectfully invited to attend a National 
Convention of Bank Cashiers and Bankers, to be held 
on the 20th day of July next, at Saratoga, New York. 
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The desire and necessity for a meeting such as is now 
proposed has long been fully realized, and its importance 
duly appreciated by all who have an official connection 
with banks. The advantages and pleasure, individually, 
that will be derived from personal intercourse with 
those who are in daily correspondence, are alone sufficient 
inducement for such a meeting; and, besides better ac- 
quaintance and pleasure, we believe that great profit 
will result from interchange and comparison of ideas 
and experiences relating to the conduct of our business. 
We cannot but think, furthermore, that our general in- 
terests will be promoted by a National Congress of ex- 
perienced bank officers and financiers, in which, doubt- 
less, questions of National interest and importance, as 
they relate to us, will be fully and freely discussed. These 
objects combined must, we believe, command universal 
respect and attention, and exert a powerful influence 
for good. From the hearty approval of the meeting and 
its objects received through responses to correspondence 
with cashiers and bankers in the principal cities and 
towns of the country, we have every reason to expect 
a very large attendance. 

It will give us pleasure to have you signify, to one of 
the undersigned, your intention to be present at the 
Convention; and also any counsel or suggestions you 
may be pleased to give respecting the meeting, the order 
of business, subjects for discussion and action, &c., &c. 


The favorable response to the invitation led the op- 
timistic sponsors to expect an attendance of a thousand 
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or more bankers. The Committee of Arrangements, 
which numbered 17 bank cashiers, seven of whom were 
from New York City, met on May 24 at Barnum’s 
Hotel (later known as the Harvard Hotel) at 434 Broad- 
way, just north of Canal Street, New York. The 17 com- 
mitteemen represented banks with capital of $23,000,- 
000, surplus of $5,500,000, and deposits of $52,000,000. 

A subcommittee, with George F. Baker as chairman, 
was appointed to consider the suggestion of Mr. Howen- 
stein “that a convention of bankers be held.” The re- 
port, made on the evening of May 24, recommended 
that: 

“(1) A convention be held at Saratoga Springs, July 
20, 1875; (2) an association of bankers be organized; 
(3) every bank in the United States be invited to par- 
ticipate; (4) the convention shall elect officers and a 
vice-president for each state.” 


Tis report came as the result of the favorable sen- 
timent aroused by the invitations sent to bankers in 
April. Committees were appointed to carry out all 
necessary details, and one month later the arrangements 
committee sent this invitation to every bank in the 
United States: 


New York, June 21, 1875 
To the Bank Officers and Bankers of the United States: 
Dear Sir: 

A meeting of the Committee of Arrangements for the Con- 
vention of Bank Officers and Bankers, to be held at Saratoga, on 
the 20th of July, was held in this city on the 24th ultimo, at 
which committees for perfecting the necessary arrangements 
were appointed. 

It was the decided sense of the Committee that all questions 
of a political or sectional significance should be carefully avoided 
in the Convention, and that the meeting should be for business 
and social purposes only, the object being to bring bank officers 
and bankers into closer relations, with a view to the advance- 
ment and protection of mutual interests. The Committee re- 
spectfully recommends that every bank send a representative, 
and it is hoped that out of this meeting, and such others as will 
naturally follow, will grow results of a business and social char- 
acter of importance to all. 

A large attendance is expected, and the work necessarily 
entailed upon the Committee of Reception will be onerous. To 
relieve them, as far as possible, those who propose to attend 
will please notify J. S. Leake, Cashier, or S. H. Richards, 
Cashier, Saratoga Springs, N. Y., before July 10th. 

It is also requested that all delegates, on arriving at Saratoga, 
will register either at the First National Bank or Commercial 
National Bank, where appropriate badges will be furnished. 

The “original call” is hereto appended, as it is possible that 
it may have failed to have reached some of the banks. It is, 
therefore, reproduced without the names of the signers. 

You are urgently invited to attend this National Congress of 
Bankers, and your cordia! cooperation and aid in the prelimi- 
nary arrangements, solicited, and correspondence and sugges- 
tions invited, which may be addressed to either the Chairman 
or Secretary of this Committee. 

Very truly yours, 

A. P. Palmer, Chairman of the Committee 
(Cashier, Albany City National Bank, Albany, N. Y.) 
J. D. Scully, Secretary 
(Cashier, First National Bank, Pittsburgh, Pa.) 


Meanwhile, another force was coming into operation 
which exerted a profound influence on the formation of 
a bankers association—the organizing of the Centennial 
Exhibition at Philadelphia. 


To stimulate interest in special days and special 
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events, Colonel J. E. Peyton, then about 60 years oi 
age, of Haddonfield, New Jersey, visited many areas of 
the country. On April 28, 1875, he appeared before the 
St. Louis Clearing House Association, representing the 
associated banks of Philadelphia, with an invitation 
for the St. Louis banks “to join in a preliminary meet- 
ing of banks and bankers in Philadelphia to form an 
association for the purpose of making a proper repre- 
sentation of the banking and moneyed interests of the 
country at the Centennial Exhibition.”’ The invitation 
was accepted, and seven delegates were appointed for 
the preliminary meeting on June 24, 1875. 

On May 3, 1875, Colonel Peyton, in a visit to the 
Cincinnati Clearing House Association, requested the 
appointment of a committee to represent Cincinnati in 
the “Department of Coins and Currency at the Cen- 
tennial Exhibition.” A committee of seven was ap- 
pointed. Four days later Colonel Peyton sought the 
cooperation of the Pittsburgh Clearing House Asso- 
ciation with the Associated Banks of Philadelphia in 
organizing the “ numismatic and bank note department” 
of the Centennial. A committee of seven was appointed, 
and the chairman of the committee, John Harper, presi- 
dent of the clearinghouse association, was directed to 
write the president of the Girard Trust Company, 
Philadelphia, who was president of the Centennial 
Exhibition Bankers’ Committee, to find out what they 
were to do. 


Cotonet Peyton appeared before a bankers’ committee 
of New York at the Merchants National Bank on May 
26. He proposed the organization of a bankers’ depart- 
ment “to exhibit specimens of the coins and paper 
money that have been in use in the United States from 
its settlement to the present time.’ “ Most of the im- 
portant cities,” said the colonel, ‘have appointed com- 
mittees for that purpose.” This report was brought to 
the attention of the clearinghouse at its meeting on 
June 14. Thirty-six banks were represented. 

Bank officers of Philadelphia invited a committee 
from the New York banks to visit Philadelphia for the 
purpose of organizing an association to represent bank- 
ing interests at the centennial anniversary in 1876. The 
invitation was accepted and a committee of 25 was ap- 
pointed. It was stated that a committee of bank offi- 
cers from Boston would join the New York committee 
on its way to Philadelphia on June 24. 

June 24 was a day of enthusiastic meeting in the City 
of Brotherly Love. Three hundred thirty-three bank 
officials or representatives were present from various 
sections of the country. The Philadelphia Public Ledger 
of June 25 stated that ‘“‘a large delegation from Boston 
and beyond was also expected, and actually started 
from Boston by the Fall River Steamboat Line, but 
having been detained by a fog in Long Island Sound, 
did not reach New York in time yesterday morning to 
connect with the special train which brought the New 
York delegation.” 

The dinner address of George H. Stuart at Phila- 
delphia bears resemblance to an address at a modern 
bankers’ convention. “‘I am here,” he said, ‘‘to address 
the largest amount of capital that has ever been as- 
sembled together on the continent of America . . .” 
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At that time was formed the “ Banks and Bankers 
Association on Coins and Currency of the United 
States Centennial Exhibition of 1876.”’ The real purpose 
of the meeting, however, was to organize for financing 
the Exhibition, which was to cost about $8,500,000. 
Represented on this notable occasion was six banks 
whose cashiers had signed the invitation for the initial 
meeting of the American Bankers Association. 

So impressed were the bankers as to the prospective 
value of the Centennial Exhibition to banking that a 
bankers’ building was proposed. The funds for it were 
raised by a committee under the chairmanship of B. B. 
Sherman, president, Mechanics National Bank, New 
York City. The Bankers Building opened on Memorial 
Day, 1876. About 500 bankers from “ Philadelphia, New 
York, and points South and East” were present and 
“about 1,600 bankers’ clerks of New York visited the 
Exhibition” that day. 

It may be assumed that the supplementary invitation 
to the Saratoga meeting, dated June 21, 1875, and sent 
out by the committee of arrangements from New York, 
was formulated by the chairman and secretary of the 
committee while the secretary was in the East in con- 
nection with the Centennial meeting. 

The three-day meeting of the bankers in the Town 
Hall, Saratoga, on July 20, 21, and 22, 1875, which is 
now history, brought about 350 delegates from 32 
states and territories. “They appeared promptly at the 
hour designated, wearing badges . . .” 


The members of the Committee on Permanent Or- 
ganization, which later became the Executive Coun- 
cil, were representatives of banks which had joined in 
the original invitation. The committee, appointed by the 
temporary chairman, Charles E. Upton, cashier of the 
City Bank, Rochester, New York, who was one of the 
original committee, selected: for president, Charles B. 
Hall of Boston; for secretary, James T. Howenstein of 
St. Louis; for treasurer, Arthur W. Sherman of New 
York. Both Howenstein and Sherman had been members 
of the original committee of arrangements. 

On the various committees were numerous bankers 
whose institutions were listed on the original invitation. 
James Buell, president, Importers & Traders National 
Bank, New York City, the largest institution represented 
on the committee of arrangements, having deposits of 
about $16,000,000, was appointed chairman of the com- 
mittee on resolutions. On July 21, in addressing the 
bankers by unanimous request, he stated: “To the 
valley of the Mississippi belongs the credit of originat- 
ing this meeting,”’ referring to the work of Messrs. Breck 
and Howenstein of St. Louis. 

When on October 3, 4, and 5, 1876, the bankers’ 
meeting was held in Philadelphia, an adjournment of 
that held in Saratoga the previous year, a permanent 
form of organization was adopted. Predominating in 
that procedure were the representatives of the 43 banks 
which had issued the invitations in April 1875 for the 
first convention at Saratoga. 


A scene during the 1878 annual convention of the A.B.A. in the Town Hall, Saratoga Springs, New York 
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WAR TEMPO OF STATE ASSOCIATIONS 


The problems arising out of the war confront all banks and they 
must be met by group thought and action, using the machinery 


that now exists. That machinery is the state bankers associations 


and the American Bankers 


Secretary, Minnesota Bankers Association, and pres- 
ident, State Secretaries Section of the American 
Bankers Association, Minneapolis 


—WILLIAM DUNCAN, JR. 


KAY-HART 


‘ince the declaration of war by our country, the 

a officers of the various state bankers associations 

have geared their association machinery to speed 

up their various programs, and assist their member 

banks to becoming more efficient in carrying the extra 
burden of the war program. 

Some of the associations are placing greater stress on 
public relations in order to acquaint the layman with 
the fact that the banker’s responsibility, and burden 
of work is greater than ever before, and that the job 
is being done without extra compensation—regardless 
of the handicap caused by many staff men and em- 
ployees being taken from their institutions by the war. 


Ix the agricultural districts, the agricultural com- 
mittees are assisting their farmer customers in the 
financing of their agricultural programs, and, in many 
instances, doing great service by employing experienced 
agricultural men to do field work in the promotion of 
better farm management. Many of the association 
officers are on War Bond committees in their respective 
states, which deprives the associations of their assistance 
in regular association activities. With this added respon- 
sibility, the office of a state association has become more 
active than ever before, but is bringing about a realiza- 
tion on the part of bankers, generally, of the important 
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{ssociation. 


Henry Aoeneke 


part that state associations play in the proper function- 
ing of our banking system in times of need. 

The tremendous amount of extra work, and the 
added responsibility that the various associations are 
experiencing, has created a consciousness of the necessity 
of cooperation between the various state associations 
and the American Bankers Association. This is very 
clearly indicated by the results obtained in the Food- 
for-Freedom program, and the suggestions that have 
come to the associations by the American Bankers 
Association’s Public Relations Council. 

One of the outstanding jobs of the state associations 
has been in the cooperation that is given to the War 
Savings Bond staffs of the various states in getting the 
banks to qualify as issuing agents for War Bonds. In 
many states the banks have qualified 100 per cent. 


Te association officers have also been very helpful 
to the various state War Bond organizations by assisting 
in seeing that the War Bond quotas are subscribed for 
in the various communities within their state. 

It is extremely difficult to point to any particular 
activity during the past six months as outstanding, for 
the reason that the Food-for-Freedom program, the 
public relations program, and the War Bond program, 
are all being stressed with equal enthusiasm. 

The results of state association activities, and the 
success that the officers have experienced, creates a 
perfect mesh of the gears of association machinery, in 
its effort to assist in bringing this war to a successful 
conclusion, and that our system of free enterprise, and 
a sound economic structure, be maintained. 


Fred M. Bowman, secretary, Kansas Bankers Association, 
Topeka, and first vice-president, State Secretaries Section 
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Other State Secretaries’ Officers and Committee Chairmen 


L. W. Hodges, executive manager, California Bankers G. D. Palmer, secretary, Alabama Bankers Association, 
Association, and vice-president, State Secretaries Section and member, board of control, State Secretaries Section 


G. H. Welch, secretary, Connecticut Bankers Associa- Haynes McFadden, secretary, Georgia Bankers Associa 
tion, and member, board of control, State Secretaries tion, and chairman, Insurance & Protection Committee 


Harold J. Marshall, secretary, New York Bankers, and Edward A. Wayne, secretary, North Carolina Bankers 
chairman, State Bankers Management Committee Association, and chairman, State Legislation Committee 
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BANKERS ASSOCIATION 
past-president P. D. Houston 
addresses the following letter to 

reader-delegates: 
“. . . Iam sure those of us who have 
been accustomed to attending the an- 
nual conventions of the American 
Bankers Association will miss the many 
friendly contacts which the gathering 
makes possible. I know I will miss many 
of my dear friends, and aside from the 
social contacts, I feel the cancellation of 
the annual convention will be a loss to 
the banking business as there is no 
better way for one to develop an idea or 
thought than by expressing his views to 
others and thereby developing the 
thought or subject by the exchange of 
ideas. 

‘At this time, banks are more service 
institutions than ever before and the 
trend towards the socializing of banking 
is so noticeable that it behooves all 
bankers to render the very best service 
they can to their customers in order that 
private chartered banking may continue 
to exist. Most of our time is devoted to 
war loans and rendering assistance to 
our Government in its war program, all 
of which every patriotic citizen should 
be very glad to do. 

‘“T want each of my friends to feel 
this is a personal note to him, and it is 
my wish and prayer that we all may be 
spared until we meet again in annual 
convention.” 


MERICAN 


A NOTE of greetings and affectionate 
good wishes to fellow councilmen and 


Before you leave, take a few mo- 
ments to renew some old acquaint- 
anceships. On these last pages you'll 
find news items about many of the 
people you would have seen at the 
convention. 


reader delegates-at-large comes from 
A.B.A. past-president R. M. Hangs, 
president, Wachovia Bank and Trust 
Company, Winston-Salem, North Caro- 
lina. Bos has been busy with war chest 
drives, bond campaigns, and drives to 
stimulate war production loans. Not to 
mention—as pictured—drives for pay- 
roll deduction enrolment for Uncle Sam. 


Councit member CHaRLEs R. REAR- 
DON, vice-president, First National 
Bank in Joliet, Illinois, keeps the ball 
rolling for Victory in his section of the 
Middle West. With war plants going in 
full swing in and near this industrial 
city, Mr. REARDON still spares time to 
head the county War Bond Committee 
and the U. S. Treasury Victory Fund 
Committee for the 11th Congressional 
District, comprising Will, Kane and 
McHenry counties. 


Louis S. HEADLEY, vice-president, 
First Trust Company, St. Paul, and 
vice-president of the A.B.A. Trust Di- 
vision, says he is not doing anything 
spectacular in the war effort aside from 


Bob Hanes tells his staff about War Bonds 
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assisting the Red Cross and promoting 
bond sales at every opportunity. How- 
ever, he sheds a bit of light on home life 
as we all enjoy it. Mr. HEADLEY is, after 
hours, a country squire of the more 
modern type. He recently gave away 
his daughter as a June bride, and 
watched his son turn Benedict. 


CounciL member C. B. ENLow, pres- 
ident, National City Bank, Evansville, 
Indiana, adds these important posts to 
his agenda of wartime activities: He is 
a member of the Victory Fund Com- 
mittee, Eighth Federal Reserve Dis- 
trict, representing Indiana; a member 
of the Indiana War Bond and Stamp 
Sale Committee representing the bank- 
ing fraternity; a director of the Vander- 
burgh County Indiana Civilian Defense 
Council; and a member of the Execu- 
tive Committee, Indiana State Cham- 
ber of Commerce. 


THE snapshot, below, shows PHILIP 
A. Benson, president, Dime Savings 
Bank of Brooklyn and former presi- 
dent of the A.B.A., hard at work as 
chairman of Appeal Board No. 10, to 
which he was appointed by President 
Roosevelt in November 1940 under the 
Selective Service Act. This board con- 
siders appeals from 18 draft boards, and 
is now averaging about 100 appeals a 
week. 

Mr. BENSON is also co-chairman of 
the Office of Civilian Defense in Brook- 
lyn. And recently he accepted the chair- 
manship of a sub-committee on Rev- 
enues Other Than From Real Estate 
Taxation of the Mayor’s committee to 
study city finances. 


Mr. Benson (at the head of the table) and his draft board 


— ons 


Witt Duncan, Jr., A.B.A. State 
Secretaries Section chairman, and sec- 
retary of the Minnesota Bankers Asso- 
ciation, works overtime in his own 
bailiwick on the war program, having 
just succeeded in qualifying all member 
banks as issuing agents for Series “E” 
bonds. WILL is also chairman of the 
executive committee of the State War 
Bond Committee and works closely 
with the state administrator and his 
staff. 


COUNCILMAN (now Commander) F. 
M. McWuirter has taken leave “for 
the duration” of his post as president of 
The Peoples State Bank, Indianapolis, 
to serve on the staff of the Comman- 
dant, Ninth Naval District, as District 


Security Officer. This District covers 13 
states, and has under its jurisdiction 
over 80 established naval activities. In 
addition, Mac serves as Navy member 
on the OCD boards of the Fifth, Sixth 
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M. L. Funderburk, 
president, Citizens 
Bank & Trust Com- 
pany, Houma, La., 
(left) and General 
Manager Taulbee of 
the Houma Boat 
and Construction 
Co., with a 36-foot 
boat built for the 
Army. The Citizens 
bank financed con- 
struction of thecom- 
pany’s plant 


and Seventh Regions, and in an active 
liaison status with other services. 


* 


NATIONAL Bank Division President 
W. C. Bowman has staged a number of 
War Bond radio parties in the lobby of 
the bank which he heads in Mont- 
gomery, Alabama. President BowMAN 
reports that these variety programs 
held twice weekly and broadcast for 30 
minutes over both local stations have 
created quite a bit of interest, and no 
small volume of bond sales. 


* 


H. E. Cook, councilman and presi- 
dent of the Second National Bank, 
Bucyrus, Ohio, is active on the staff of 
the local OCD. He has been making a 
talking-tour of nearby communities in 
behalf of War Bond sales and says he 
has composed a sure-fire speech, which 
he titles “Civilian Morale.”’ Audience 
reaction to the tune of bond buying 
certainly attests its effectiveness. 


* 


EXECUTIVE Councilman R. G. HAn- 
NAHS, president of the Watertown 
(New York) National Bank, is chair- 
man of the Advisory Committee of the 
Second Corps Area, which passes on 
applicants for Army commissions. This 
section of New York is alive with war 
activity. Mr. HANNAHS’ bank has 
served the nearby Army post at Madison 
Barracks for a good many years, and 
more recently Pine Camp, the present 
headquarters of the Fourth Armored 
Division. 


* 


COUNCILMAN JAMES D. St. JOHN, 
vice-president, Toledo (Ohio) Trust 
Company, dates his wartime activities 


back to December 1940 as a member of 
the committee serving with the chair- 
man of the Fourth Federal Reserve 
District, appointed by the A.B.A. on 
National Defense (now War) Loans. 


His work since then has been in con- 
tact with some 200 banks in the Toledo 
area. Reporting on this activity, Mr. Sr. 
JoHN mentions that some discussion 
relative to the war effort arises in prac- 
tically every bank contact, and he has 
assisted in organizing meetings at which 
the subjects of War Bonds, blocking of 
accounts, Regulations W and V, and 
the Food-for-Freedom program were 
discussed. 


* 


BENJAMIN N. PHILLIPs, a member of 
the official family and president of the 
First National Bank, Port Angeles, 
Washington, directs a corps of observers 
in the Aircraft Warning Service. Being 
much closer to Nippon than any other 
part of the United States, this job is an 
important one in the West Coast de- 
fense setup. It is Mr. Puriuips’ task to 
recruit new volunteers and direct their 
activities at hidden posts on the beaches 
and in the mountains of this area. 


* 


A.B.A. past presidents RoBert M. 
HAINEs, president, Wachovia Bank & 
Trust Company, Winston-Salem, North 
Carolina, and Tom K. Situ, president, 
The Boatmen’s National Bank, St. 
Louis, have been appointed advisers to 
the finance section of the Navy’s office 
of procurement and material. The Navy 
announced that both men would be 
“subject to call for special consulta- 
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tion.” Their experience with “small as 
well as large banks throughout the 
country”’ is expected to be of consider- 
able assistance in solving the financial 
problems of Navy contractors. 


* 


FRANK J. RYAN, vice-president, Na- 
tional Bank of Commerce and Trust 
Company, Providence, Rhode Island, 
now divides his time among the draft 
board, State Rationing Administration 
Board, Treasury Victory Fund Com- 
mittee, State Council on Defense, 
Budget Committee, and the War Relief 
Appeals Review Board. Officially Mr. 
RyAN is also vice-chairman of the 
Transportation Committee of Provi- 
dence. That, in a word, is a man’s-sized 
job. 


* 


GEORGE AVERY WHITE, councilman 
for Massachusetts and president of the 
Worcester County Trust Company, is 
an ex-naval officer who appreciates the 
full meaning of the coveted Navy “E” 
awardand its power to improve workers’ 
morale. That’s why part of his war 
effort activity is concentrated on ren- 
dering every possible assistance to local 
firms engaged in maritime and naval 
war production contracts. 

Mr. AveERY says that by the time you 
read this little squib he will have bid 
adieu to the banking fraternity to as- 
sume the presidency of the State Mu- 
tual Life Assurance Company. 


* 


James H. Penick, president of W. 
B. Worthen, Bankers, Little Rock, 
Arkansas, and president of the State 
Bank Division of the A.B.A., is another 
member of the official family who finds 
himself well occupied with war work. 
In the photograph, below, heis taking the 
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oath of office as a member of the Enemy 
Alien Hearing Board for Arkansas. He 
is being sworn in by U. S. Marshall 
Virgil C. Pittie. 

Mr. Penick, Army captain in World 
War I, is also a member of the Victory 
Fund committee, Eighth Federal Re- 
serve District; a member of the A.B.A. 
National War Loans Committee; and is 
chairman of a group appointed by the 
Arkansas Bankers Association to co- 
operate with War Production Board 
offices throughout the state. 


* 


W. A. McDonne_ELL, executive vice- 
president, The Commercial National 
Bank, Little Rock, Arkansas, and mem- 
ber of the A.B.A. official family, lists 
his extra-curricular activities as chair- 
man of the Victory Fund Committee 
for Arkansas, president of the Little 
Rock Chamber of Commerce, a mem- 
ber of the County Defense Council, and 
chief letter-writer of the Bank Manage- 
ment Commission. 


He says his Chamber of Commerce- 
Defense Council combination makes 
him a kind of ex-officio air raid warden, 
airplane spotter, auxiliary policeman, 
urban transportation technician, hero 
welcomer, war charities money-raiser, 
anti-inflation ‘“‘o-rater,” and an all 
round plain-clothes (cuffless trousered) 
factotum. 

Although “Mac” looks a bit happy 
in the above snapshot, he tells us that he 
will regain a Cheshire grin the moment 
the Axis is scotched. 


* 


CoUNCILMAN EUGENE C. DONOVAN 
received the plaudits of Empire State 
bankers for his valuable contribution to 
the war effort as "41 president of the 
New York State Bankers Association. 


Upon checking with GENE we find that 
he has still spared time for the board 
of the Cayuga War Fund Inc., and was 
also chairman of the Navy Relief So- 
ciety for the past term. Now aside from 
directing the destinies of the Auburn 
Trust Company, Auburn, New York, 
and picking up his numerous trustee- 
ships, directorates and committee mem- 
berships on local business and civic 
groups, GENE hasn’t a care in the world. 


* 


TRUE STORY—with flour, not flowers. 
. . NANCY BAKER TomPKINS, well- 
known Pacific Coast advertising woman, 
on a recent trip to New York thought 
it would be nice to drop in and say hello 
to her good friend Dr. HAROLD STONIER 
of the American Bankers Association. 

She looked up the address in the 
phone book and got on her way. The 
charming little muffin at the reception 
desk said there was no one there by the 
name of Stonier. 

Miss Tompkins, with typical native 
daughter loyalty toa fellow Californian, 
said: “Why, you must not have been 
here very long. Dr. STONIER is head of 
the whole works here and, if you don’t 
know who he is, you had better get 
another job.” 

At oven heat, the reception girl re- 
plied: “I have been here 12 years and 
we have never had a doctor or a STONIER 
as head of the American Bakers Asso- 
ciation.” 

Moral: Watch the “n,” please! 


* 


MorE BRIEFS on the war activities 
of the official family: Heading the State 
Victory Fund Committee, H. NELSON 
McDovuca .t, president, National Bank 
of Commerce, Portland, Maine, is now 
getting his organization tuned for 
a statewide drive .. . W. ELBRIDGE 
Brown, vice-president and trust officer, 
Clearfield (Pennsylvania) Trust Com- 
pany, is serving as a member of the Vic- 
tory Fund Committee of the Third 
Federal Reserve District covering an 
area of six counties... JosEPH E. 
HEALY, Citizens National Bank, Hamp- 
ton, Virginia, is helping the war effort as 
ration administrator for his community 
and the adjoining county . . . Presi- 
dent R. R. Jackson, Anadarko (Okla- 
homa) Bank and Trust Company, heads 
the county War Bond committee and 
keeps his organization hitting its quota 
regularly ... W. Stocum, 
president, United Savings Bank of De- 
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This photograph of nine past presidents of the A.B.A. was taken at the 1938 Spring Meeting. First row, left to right, Oscar Wells, 
Walter W. Head, Lewis E. Pierson, Richard S. Hawes and Thomas R. Preston. Back row, left to right, Robert V. Fleming, Harry J. Haas, 


troit, has geared the service of his in- 
stitution—the only strictly savings 
bank in Michigan—to the wartime 
savings demands of America’s indus- 
trial metropolis ... H. A. BRYANT, 
president of the Parsons (Kansas) Com- 
mercial Bank, is a member of the State 
Victory Fund Committee. He has done 
considerable work organizing the banks 
of Group 3, K.B.A., of which he’s chair- 
man, for the sale of Series G bonds. 


* 


BELOw is a snapshot taken in the of- 
fice of J. C. NICHOLS, executive vice- 
president, First National Bank and 
Trust Company, Lexington, Kentucky. 
Transaction (of course) War Bonds, and 
plenty of ’em. The gentleman on the 
left is D. D. Slade, treasurer of the In- 
ternational Baby Chick Association. 
Councilman NICHOLS is a member of 
the local War Savings Committee, head- 
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Francis Marion Law and Tom K. Smith 


ing the group soliciting banks and trust 
companies, securities dealers, and build- 
ing and loan associations. He is also an 
active worker on the Victory Fund 
Committee, and one of the incorpora- 
tors of the recently organized War 
Chest of Lexington and Fayette coun- 
ules. 


* 


HERE’s a letter from Councilman S. 
ALBERT PHILLIPS, vice-president of the 
First National Bank of Louisville, Ken- 
tucky, that typifies the sentiments ex- 
pressed in many notes received from 
members of the official family: 

“. . . I would like to say personally 
that I am going to miss seeing my many 
friends who would be in attendance at 
the convention. I am doing what most 
every member of the Executive Council 
is doing—my bit in helping carry on all- 
out war effort. On the first of the year 


I accepted the appointment as State 
Administrator of the War Savings 
Staff, and I am devoting a great deal of 
time to this job every day. We have 
not only met our monthly quota but 
rolled up a substantial surplus. In July, 
Kentucky ranked fourth percentage- 
wise, and naturally we are all mighty 
proud of this accomplishment. 

“T hope soon that we will be victori- 
ous in this great conflict, and that we 
will be again able to assemble for our 
annual convention where we can really 
say hello to all the old friends. Until 
such time let us all carry on and do our 
utmost to bring about a speedy victory. 
Until then I say God Bless America.”’ 


* 


EXECUTIVE COUNCILMAN CHARLES 


A. Fisk, vice-president of The First 
National Bank, Amarillo, Texas (third 
from left in the picture below) is one of 
Uncle Sam’s super War Bond salesmen. 
He is presenting $50,000 in bonds to the 
executives of the local Producers Grain 
Corporation. 
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B. M. Peyton, president of the 
Minnesota National Bank, and a mem- 
ber of the AAA Administrative Com- 
mittee, caught in the act of selling 
$10,000 Series G War Bonds—$5,000 
to A. B. Polinsky, whose picture ap- 
pears above, and $5,000 to his brother, 
Nat Polinsky, proprietors of the Minne- 
sota Woolen Company. 


* 


NortH CAROLINA’s member of the 
Executive Council, F. P. SPRUILL, pres- 
ident, Peoples Bank & Trust Company, 
Rocky Mount, reports a one-man Vic- 
tory campaign: He is vice-chairman of 
the War Bond and Stamp drive for his 
community and vicinity; member of the 


The staff of BANKING has worked 

hard to “Be brief, be bright, be- 
gone” as the ancient motto says, be- 
cause there’s precious little time for 
reading today. 

But oddly 
enough brevity 
takes time and 
this war conven- 
tion had to be 
gathered together 


on short notice. 
* 


I" TIME to adjourn but not to rest. 


Once upon a 
time, so the story goes, there was a 
canny and powerful king who ruled a 
great and prosperous country. There 
came a time, however, when things 
Were not going so well and there was 
great distress and hunger throughout 


September 1942 


Treasury Victory Committee, covering 
the Fifth Federal Reserve District; 
and member of the Naval Officer Pro- 
curement Committee—a job which en- 
tails contacting and recommending 
young men for commissions in the 
Naval Reserve. 


* 


Ep V. Krick, vice-president and 
cashier, American Trust Company, San 
Francisco, and an official family repre- 
sentative on the West Coast, pleads— 
as do so many others—that his war 
effort is the plain, ordinary, garden 
variety of endeavoring to do his part in 
war chest drives, warden activities, and 
the promotion of War Bondsand Stamps. 


WIN THE WAR! 


the land. The good king decided that 
the thing for him to do was find out 
everything that was known about eco- 
nomics so that he could do something 
for his people. He called in all the ex- 
perts in his kingdom and told them 
to get to work and prepare for him 
a complete and brief text on eco- 
nomics. 

A short time passed and they all came 
back, assembled in the great hall and 
presented the king with 110 volumes of 
500 pages each, all illustrated with 
charts and graphs. 

The king did not like this very well 
and shot some of the experts and sent 
the rest out to bring in a complete and 
short text on economics. After another 
fairly brief period they came back, this 
time with about a dozen big volumes. 
The king was very angry this time and 


“INVEST IN SECURITY” is the slogan 
of young PrERCE KING, 12, whois shown 
above receiving a $25 War Bond from 
Councilman H. A. DAHLGREN, cashier, 
Killington National Bank, Rutland, 
Vermont. This scene, says HENRY, is a 
typical everyday occurrence and one 
that has helped build sales above the 
million dollar mark. 


* 


CouNCILMAN CHARLES A. RANDOLPH, 
president, Citizens Bank of Shelby- 
ville, Kentucky, turns his war effort 
to the food question in an important 
agricultural section. Selling War Bonds 
is his job, too, but a nation as well as 
an Army, says he, moves on its 
stomach. 


shot a few more experts, sending the 
rest back to work. Years passed, then 
they returned and the Chief Expert, 
whose beard was very long by this 
time, reported that they had reduced 
the subject to these nine words, 
“There is no such thing as a free 
lunch.” 
* 

With this royal example in mind, 
therefore, the staff of BANKING made 
one final effort to reduce the meaning 
and spirit of this con- 
vention in print to 
its smallest Victory 
denominator and 
earnestly they offer 
these three words— 
Win the War! 
R. Kuans, 

Editor. 
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When you come to New York, 
STAY at the ROOSEVELT 


Enjoy the Convenience 
of Being Near to Your 
AMERICAN BANKERS ASSOCIATION 
HEADQUARTERS 


Our central location is only one of the 
reasons why this hotel is preferred by 
many members of the A B A’s Official 
family whenever they are in New York. 


Attractive Rooms from $4.50 


HOTEL ROOSEVELT 


45TH STREET & MADISON AVENUE 


Bernam G. Hines, Managing Director 


DIRECTLY CONNECTED WITH GRAND CENTRAL TERMINAL 
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“We shall nobly save or meanly lose 
the last best hope of Earth’? 


ABRAHAM LINCOLN 


* 


THE WAR is emphasizing one basic lesson: 
Weare learning that all human beings are depend- 
ent upon one another through the exchange of 
natural resources and manufactured products. 

Similarly, banks, business and commerce are 
interrelated and dependent upon each other. 

Today, individually and collectively, banks are 
an integral part of America’s War effort. 

What are banks doing to help win this War? 


BANKS ARE PROMOTING WAR PRODUCTION... 


By furnishing industry with funds to meet expanding 
payrolls, to purchase additional equipment, and to 
provide the “sinews of War” for plant expansions... 


By expediting the country’s major financial transactions 
through the exchange of checks... 


By actively selling War Bonds without profit or pay for 
the costs incurred... 


By helping to finance the War through the purchase of 
Government Bonds for their own portfolios, as well 
as for estates entrusted to their care... 


By encouraging the public to save for the emergencies 
of War... and for the problems of the Peace which 
must follow... 


By donating the services of experienced personnel to 
act in capacities directly connected with the War 
effort... 
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The resources and services of this bank will con- 
tinue to provide such assistance to America’s all- 
out War effort for Liberty... 

“The last best hope of Earth” 
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THE UNION TRUST COMPANY of PITTSBURGH 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


Capital $1,500,000.00 Surplus $90,500,000.00 
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Power Harvesting has its coumtexoart| 


“in big Stale LOAN Harvesting... 
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When history records outstanding achievements in connec- 


tion with our present war effort, you bankers will deserve 
special mention. 


FREE BOOK 


“Financing the Modern 
Way” supplies authentic 
information on Field 
Warehousing and Doug- 
las-Guardian service. 
New edition! Much addi- 
tional information. Still 
pocket size. Write for 
YOUR Copy. It’s FREE! 


You've rendered your Country yeoman service 
in backing the farmer to produce more “Food 
for Freedom,” and in supplying essential 
capital to industry, for greater production 


in our “all out” war effort. 


Douglas-Guardian is proud that our service is 
playing an important and ever-increasing part 
in aiding banks to make the loans so vital to 


Companies, Communities and our Country. 


Douglas-Guardian Service goes anywhere to 

create sound collateral by field warehousing 

inventory in the plant of the manufacturer, 

or even in temporary storage elsewhere. 
BUY 

U. S. WAR 

BONDS & 


SAVINGS 
STAMPS 


NOW! 


Glad to send a competent repre- 
sentative to talk over the opportuni- 
ties in your community for HARVESTING 
profitable LOANS—our FREE Booklet 
should be in your file. Glad to send 
it on request, 


Douglas-Guardian Warehouse Corporation 


Nation-wide Field Warehousing Service 


CHICAGO — Suite 1101, 100 W. Monroe Street 


Cleveland, O. 
Portland, Ore. 


Atlanta, Ga. 
Philadelphia, Pa. 


Dallas, Tex. 
Rochester, N. Y. 


Easton, Md. 
: Springfield, Mo. 


NEW ORLEANS — 118 No. Front Street 


Los Angeles, Cal. 
Springfield, Mass. 


Memphis, Tenn. 
San Francisco, Cal. 


New York, N.Y. 
Tampa, Fila. 
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